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VO  LUMP  63, 


January  21,  1946.- 
Monday.  9.50  A.M. Session . 


Mr.  MCDONALD:  Mr.  Chairman,  before  calling  Mr. 

Zinder,  I  have  obtained  from- the  Gas  Company  a  rate 
schedule  for  1913  and  1939,  this  is  a  composite  statement 
of  the  Gas  Company Ts  schedules  in  fact,  from  1913  to  1939 
and  the  materials  which  have  been  used  by  Mr.  Zinder  in 
considering  the  ra  :e  situation  are  these  statements,  and 

I  thought  it  would  be  to  the  advantage  of  all  parties  if 
this  was  filed  as  an  exhibit.  Mr.  Brownie  has  told  me 
that  he  will  be  able  to  get  me  copies  during  the  course 
of  the  next  few  days. 

THE  CHAIRMAN:  -  That  will  be  Exhibit  134. 

COMPOSITE  STATEMENT  PROM 
GAS  COMPANY  HERE  MARKED 
EXHIBIT  134. 


THE  CHAIRMAN: 


And  do  you  say  you  will  have  copies 


mad  e? 

MR.  MCDONALD: 
MR.  BLANCHARD: 
MR.  MCDONALD: 


Yes,  Mr.  Chairman, 

And  just  what  is  it. 

A  composite  statement  of  the  gas  rate 


schedules  from  1913  to  1939. 

rpu-y  CHAIRMAN:  I  want  two  copies,  of  it,  Mr.  McDonald 

MR.  MCDONALD:  Yes,  Mr.  Chairman,  we  will  get 

sufficient.  I  will  now  call  Mr.  Zinc! or. 


HANINA  ZINDER,  having  been  recalled, 
direct  examination  by  Mr.  McDonald,  continued. 

THE  CHAIRMAN:  I  wonder  if  Mr.  Harvie  is  under  the 

impression  that  we  are  not  sitting  until  10  o* l clock  this 
morning. 


» 
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MR.  SMITH:  Mr.  Chairman,  I  do  not  know  of  any 

reason  why  he  should  not  be  here.  I  will  call  his  office 
and  see. 

Q  MR.  MCDONALD:  Mr.  Zinder,  you  prepared  a  statement  or 

a  report  of  the  value  of  natural  gas  and  elasticity  of  demand 
for  natural  gas  in  the  City  of  Calgary,  on  behalf  of  the 
Producers’  Committee? 

A  I  have . 

MR.  MCDONALD:  I  tender  that,  Mr.  Chairman. 

SUBMISSION  PRODUCED  HERE 
MARKED  AS  EXHIBIT  135. 

Q  MR.  MCDONALD:  Now  I  think,  Mr.  Zinder,  if  you  will  just 

read  the  submission. 

A  This  report  is  divided  into  two  parts.  Part  I  is  devoted  to 
a  study  of  the  value  of  natural  gas  in  the  City  of  Calgary. 
Part  II  is  devoted  to  a  consideration  of  the  elasticity  of 
demand  for  natural  gas  in  the  City  of  Calgary. 

This  report  is  supplemental  to  Submission 
No.  1  of  the  Producers’  Committee  of  the  Alberta  Petroleum 
Association.  In  that  submission  it  was  stated  that  the 
value  of  natural  gas  at  the  burner  tip  places  an  upper  limit 
on  the  value  of  natural  gas  at  the  well.  In  arriving  at  this 
maximum  value  of  natural  gas  at  the  well,  the  costs  of 
distribution,  transmission,  scrubbing,  compression  and 
gathering  must  be  deducted  from  the  value  of  the  gas  at  the 
burner  tip.  These  costs  are  port  of  the  subject  of  inquiry 
in  this  proceeding  and  will  thus  only  become  determined  and 
known  at  the  conclusion  of  this  proceeding. 

Even  with  such  costs  known,  the  determin¬ 
ation  of  this  upper  limit  of  the  value  of  natural  gas  at  the  ' 
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well  is  not  a  simple  matter.  If  the  value  of  natural  gas  for 

domestic  house  heating  is  taken  as  an  example  this  would#  give 

a  certain  value  at  the  well.  An  entirely  different  value  at 

the  well  would  be  obtained  if  the  value  to  the  large  industrial 

consumer  of  natural  gas  for  processing,  heat  treating,  or  other 

purpose  is  taken  as  a  base.  Furthermore,  the  value  of  gas 

service  to  an e xisting  consumer  is  different  from  the  value  to 

a  customer  making  the  choice  between  gas  and  some  alternative 

for  an  entirely  new  home  or  plant.  The  existing  customer  has 

formed  certain  habits  and  must  face  certain  changes  involving, 

in  some  cases,  an  investment  on  his  part  in  making  the  change. 

% 

The  composite  of  all  these  values  as  they  exist  in  the  market 
served  would  give  a  composite  value  of  gas  at  the  wells. 

For  the  purposes  of  this  report,  it  is 
assumed  that  deducting  all  costs,  including  return,  of 
distribution,  transmission,  gathering,  repressuring,  and 
scrubbing,  from  the  present  retail  rates  leaves  a  margin  for 
the  gas  at  the  well  head  of  2  cents  per  MCF.  Under  this 
assumption,  if  the  value  of  natural  gas  at  the  burner  tip 
exceeds  the  present  rates  it  would  indicate  a  well  head 
value  in  excess  of  the  assumed  2  cc-nts  per  MCF. 

The  value  of  natural  gas  at  the  burner 
tip  in  relation  to  the  rates  charged  also  has  a  definite 
bearing  on  the  elasticity  of  demand.  Bates  below  the  value 
of  the  service  can  be  increased  to  a  point  equal  to  the  value 
of  -the  service  without  appreciable  loss  of  market.  Such  loss 
os  might  occur  would  be  in  conservation  of  use  by  some  in¬ 
stances,  perhaps  only  temporarily,  rather  than  any  chcng  .ng 
over  by  any  customers  to  use  of  coal. 

Dow  as  to  the  value  of  natural  gas: 


•r . 


.  .**■ . 
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PART  I  -  VALUE  OF  NATURAL,  GAS 

Natural  gas  is  principally  used  as  a  fuel. 
As  sucb  it  is  in  active  competition  with,  other  fuels;  cool, 
oil  and  electricity.  Since  coal  is  the  principal  competitor, 
this  exhibit  is  confined  to  a  consideration  of  the  relation¬ 
ship  of  coal  to  natural  gas  in  the  Calgary  market.  The  value 
of  natural  gas  is  measured,  therefore,  in  terms  of  coal  as  an 
alternative  fuel. 

Coal 

For  purposes  of  this  study  three  classes 
of  coal  have  been  used,  namely,  Drumheller,  Priddis  and  Blair- 
more.  The  price  of  Drumheller  coal  has  been  taken  as  $8,30 
per  ton  for  domestic  use,  $6.00  per  ton  for  commercial  and 
small  industrial  use,  and  $4,00  per  ton  for  large  industrial 
use.  The  price  of  Priddis  coal  is  taken  uniformly  at  $6.00 
per  ton  and  for  Blairmore  coal,  uniformly  at  $7.50  per  ton. 

Q  MR.  CHAMBERS:  May  I  interject?  Is  that  the  laid-down 

cost  at  the  consumer’s  premises? 

A  That  is  the  price  set  by  the  wartime  Prices  and  Trade  Board. 

I  do  not  know.  The  price  in  the  City  of  Calgary  I  under¬ 
stood  . 

Q  It  is  in  the  city  of  Calgary  anyway? 

A  That  is  right.  I  think,  well,  I  do  not  know. 

Q  MR.  MCDONALD:  Just  a  minute,  Mr.  Zinder,  I  think  the 

$8.30  was  delivered  at  the  house  when  it  was  used  and  the 
$6 .00  was  not . 

MR.  STEER:  Well,  was  it? 

WITNESS:  I  do  not  know. 

Drumheller  coal  is  taken  at  9,850  3.T.U.  per  pound; 

priddis  coal  at  12,750  B.  T.  U.  per  pound,  and  Blairmore  coal 

at  12,840  B.T.U.  per  pound. 
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the  following: 


And  at  that  point  I  would  like  to  insert 


Reference  to  Appendix  I  shows  an  average 
for  Crowsnest  coal  of  12,600  B.T.U.  per  pound.  Blairmore 
coal  comes  from  the  Crowsnest  area.  The  B.T.U.  taken  for 
this  coal  in  this  study  and  in  all  computations  herein  ex¬ 
ceeds  the  average  for  the  Crowsnest  field.  I  have  used 
12,840  and  the  average  for  the  field  is  12,600,  The  more 
authoritative  information  as  to  the  average  B,T.U.  of  coal 
for  this  field  was  received  subsequent  to  completion  of 
calculations  and  preparation  of  this  report.  The  difference 
would  be  small  and  the  use  of  the  higher  B.T.U.  figure  in 
this  report  favors  coal  as  against  gas. 

Attached  as  Appendix  I  to  this  report 
is  a  summary  of  the  data  upon  which  the  above  B.T.U,  values 
per  pound  have  been  taken  with  respect  to  Drumheller  and 
Blairmore  coal. 

There  is  activity  which  indicates  that 
coal  deposits  in  the  area  of  the  Ilighwood  River  west  of 
Turner  Valley  will  shortly  be  developed,  but  no  information 
is  available  as  to  the  extent  of  deliveries,  markets  or 
quality  upon  which  the  study  can  be  based. 

Like  any  other  commodity,  the  price  of 
coal  is  largely  a  function  of  supply  and  demand.  Calgary 
has  been  using  natural  gas  for  fuel  to  such  an  extent  and 
for  so  many  years  that  what  the  price  would  be  should  there 
be  a  substantial  conversion  back  to  coal  would  be  difficult 
to  forecast.  Coal  prices  at  the  present  time  are  governed 
by  the  War  Time  Prices  and  Trade  Board.  The  prices  estab¬ 
lished  by  this  Board  must  of  course  be  used  as  a  basis  in 
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preparing  any  estimates  at  the  present  time.  However,  it  is 
clear  that  under  normal  conditions  if  a  demand  were  to  occur' 
for  the  smaller  sizes  of  coal,  the  prices  for  such  sizes 
would  increase  because  it  might  be  necessary  to  crush  the 
lump  coal  to  supply  this  demand.  At  the  present  time,  of 
course,  the  smaller  sizes,  forming  a  small  percentage  of  the 
mine  run  are  in  a  class  of  a  by-product  and  the  prices  pre¬ 
vailing  are  the  prices  set  for  this  condition. 

At  the  present  time,  coal  is  shipped  into 
Calgary  mainly  from  Drumheller.  The  price  of  this  coal 
delivered  in  Calgary  for  domestic,  use  is  $8,30  per  ton.  This 
coal  is  very  suitable  for  domestic  furnace  use. 

Blairmore  coal  is  suitable  for  stoker  use 
since  it  is  a  medium  volatile  bituminous  coal  with  good 
coking  quality.  The  lack  of  these  qualifications  in  the 
Drumheller  coal  works  against  its  successful  use  in  a  stoker. 

Another  good  coal  is  that  produced  near 

Calgary  at  Priddis. 

And  at  that  point,  I  would  like  to 
insert  this  statement; 

Priddis  coal  has  been  included  in  this 
study  although  there  is  only  a  very  limited  supply  of  this 
coal  available,  and  I  am  informed  the  mine  has  never  been 
equipped  for  operation  at  high  capacity.  In  fact,  very 
recent  information  received  is  that  the  mine  has  been 
flooded.  This  coal  comes  from  a  small  mine  just  south  of 
Calgary  and  is  hauled  in  by  truck. 

Q,  MR.  BLANCHARD:  Do  you  say  the  mine  is  flooded? 

A  That  is  the  information  I  have  here. 

It  sells  for  $6,00  per  ton  in  Calgary 


\  '  ' 
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but  the  supply  is  limited.  Inquiries  have  indicated  that 
the  price  of  this  coal  may  be  increased  at  such  time  as  the  War¬ 
time  pricesand  Trade  Board  releases  its  control.  The  price 
of  d*6#00  per  ton  has  been  used  in  this  study  even  though 
it  may  be  fair  to  assume  that  a  higher  price  would  prevail 
under  normal  conditions  if  the  demand  for  this  coal  should 
increase,  and  I  might  add,  and  is  made  available. 

Comparative  Factors. 

There  are  many  factors  which  enter  into 
any  determination  of  the  relative  values  of  coal  and  gas  as 
competitive  fuels  in  addition  to  their  price  per  B.T.U. 

One  of  the  principal  factors  is  the  relative  efficiency  in 
the  utilization  of  the  heat  content  of  the  two  fuels.  It  is 
generally  recognized  that,  except  for  the  very  largest  and 
most  modern  establishments,  such  as  steam  generating  plants 
where  design  factors  make  equal  efficiencies  probable,  gas  is 
a  more  efficient  fuel. 

The  relative  efficiency  of  the  two  fuels 
will  vary  over  wide  limits  and  will  vary  widely  for  the  same 
fuel  as  between  different  plants  or  installations.  Under 
the  circumstances,  there  is  little  author  its.  hi  ve  information 
as  to  this  factor.  For  purposes  of  this  study  the  following 
relative  efficiencies  have  been  adopted,  being  the  same  as 
those  used  in  the  submission  filed  on  behalf  of  the  Gas 
Company,  page  6  and  Schedule  II: 

USB  COAL  GAS 

Domestic  55%  70% 

Commercial  and  small  indus~ 

trial  65%  75% 

industrial  65%  75% 

Gas  has  many  other  advantages  over  coal 
which  have  a  real  value.  It  is  necessary  to  store  a  substan- 
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tial  supply  of  coal  on  the  premises.  This  necessitates 
storage  space,  requires  an  investment  in  the  supply,  and 
creates  a  fire  hazard. 

§  Gas,  being  delivered  and  paid  for  as  it 

is  used,  incurs  none  of  these  costs.  There  is  also  the  cost 
of  handling  the  coal  on  the  premises,  the  cost  of  ash  dis¬ 
posal  and  the  cost  of  attendance  labor.  All  these  factors 
would  definitely  be  considered  and  accounted  for  in  any 
comparative  cost  analysis  for  a  particular  installation. 

It  is  difficult  to  evaluate  these  factors,  however,  in  a 
general  comparison.  No  attempt  is  made  to  place  any  value 
upon  them  in  this  report.  Coal  and  gas  are  compared  on  a 
straight  cost  per  B.T.U.  basis  adjusted  only  for  relative 
£  efficiencies  of  use.  In  viewing  the  results  shown  by  this 

comparison  it  should  constantly  be  recognized  that  gas  has  an 
added  increment  of  value  represented  by  the  advantages  and 
savings  in  costs  which  have  not  been  evaluated. 


» 


(Go  to  page  4950) 
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Domestic  Use 

Chart  No-.  1  is  a  graphical  comparison  of 
the  competitive  relationship  between  coal  and  gas  for  domestic 
house  heating.  Rate  No.  2  of  the  Canadian  Western  Company  has 
been  taken  as  representative  for  the  price  of  natural  gas  for 
this  service.  'This  rate  is  as  follows: 

First  4  MCF  . $1.50  per  month 

All  additional  MCF . 25  per  MCF 

A  sales  tax  of  8 $  is  presently  being  added 
to  all  bills,  but  in  this  submission  it  is  assumed  that  this 
tax  will  shortly  be  discontinued  and  the  tax  has  not  been 
taken  into  account  in  the  following  calculations.  Under  this 
rate  the  domestic  consumer  pays  essentially  an  average  of  25 
cents  per  MCF  for  househeating  gas.  On  an  equivalent  basis 
and  under  the  relative  efficiencies  of  55 $  for  coal  and  70^ 
for  gas,  Drumheller  coal  at  $8.30  per  ton  is  equivalent  to 
53.6$/  per  M.CF,  Blairmore  coal  at  $7.50  per  ton  is  equivalent 

# 

to  37.2 (f  per  MCF  and  Priddis  coal  at  $6.00  per  ton  is  equiva¬ 
lent  to  29.9$/  per  MCF. 

Thus,  without  allowing  a  value  for  the 
many  other  advantages  of  natural  gas,  its  present  price  on  a 
straight  heating  value  basis  for  domestic  use  is  well  below 
competitive  values.  It  may  be  considered  that  this  is  borne 
out  by  the  fact  that  as  early  as  1937  when  the  price  of  natural 
gas  in  Calgary  for  domestic  househeating  was  essentially  33 

4 

cents  per  MCF  approximately  87 fo  of  the  company Ts  domestic  con¬ 
sumers  used  natural  gas  for  heating. 

Commercial  and  Small  Industrial  Use 

Chart  No.  2  is  a  graphic  comparison  of  the 
competitive  relationship  between  coal  and  gas  for  commercial 
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and  small  industrial  use.  For  this  comparison  Rate  No.  5  of 

the  Canadian  Western  Company  has  been  taken  as  representative 

of  the  price  of  natural  gas.  Rate  No.  5  which  is  essentially 

one  cent  per  MCF  higher  than  Rate  No.  2,  Domestic  Combination 

Rate,  is  as  follows: 

Fixed  Charge  -  -  $1.00  per  month,  plus 
26$/  per  MCF  per  month  for  all  gas  used. 

Under  Rate  No.  5  the  commercial  and  small 
industrial  customers  pay  essentially  an  average  of  26  cents 
per  MCF.  On  an  equivalent  basis  using  an  efficiency  for  coal 
of  65 and  of  75 fo  for  gas,  Drumheller  coal  at  $6.00  per  ton 
is  equivalent  to  35  cents  per  MCF,  Blairmore  coal  at  $7.50  per 
ton  is  equivalent  to  33.7  cents  per  MCF  and  Priddis  coal  at 
$6.00  per  ton  is  equivalent  to  27.2  cents  per  MCF. 

Here  again,  as  in  the  case  of  domestic 
use,  and  with  no  allowance  for  the  many  other  advantages  of 
natural  gas,  its  present  price  is  well  below  competitive 
values  on  a  straight  heating  value  basis.  Again,  it  may  be 
considered  that  this  conclusion  is  borne  out  by  the  fact  that 
as  early  as  1937  when  the  price  of  natural  gas  in  Calgary 
for  such  use  was  essentially  33  cents  per  MCF  approximately 
87 fo  of  all  commercial  customers  served  used  gas  for  heating 
purposes . 

Industrial  Use 

Chart  No.  3  is  a  graphical  comparison  of 
the  competitive  relationship  between  coal  and  gas  for  indus¬ 
trial  use.  For  this  comparison  Rate  No.  4  of  the  Canadian 
Western  Company  has  been  taken  as  representative  of  the  price 

* 

of  natural  gas.  Rate  No.  4  is  labelled  "Commercial  and  Indus- 

{ 

trial  Rate"  and  is  advantageous  to  any  customer  whose  annual 
consumption  is  sufficiently  large  to  meet  the  minimum 
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requirements  of  the  rate.  Thus,  the  title  "Industrial  Use"  is 
used  more  for  its  general  description  than  for  complete  accur¬ 
acy.  The  rate  is  composed  of  three  separate  sub-rates,  (a), 

(b)  and  (c)  each  rate  being  applicable  to  a  given  range  of 
annua, 1  use.  The  essential  parts  of  the  rate  are  as  follows: 

Rate  4(a)  Rate  4(b)  Rate  4(c) 

7,016  to  10,000  to  Over 

10,000  MCF  24,000  MCE  24,000  MCF 


Fixed  Charge 


Per  Year 


Per  Year  Per  Year 


$18.00  per 
month 


$60.00  per  $120.00  per 
month  month 


Consumption  Charge  23//MCF  18//MCF  15//MCF 

For  convenience  in  considering  this  rate  in 
relation  to  the  price  of  coal  a  few  average  rates  per  MCF  are 
shown  below  for  selected  points  of  monthly  use: 

Average  Monthly  Use  Average  Rate  Per  MCF 


600 

MCF 

26.0/ 

1000 

MCF 

24.0  / 

2000 

MCF 

21.0  d 

3000 

MCF 

19.0  d 

4000 

MCF 

18 . 0^ 

5000 

MCF 

17.4/ 

The  Canadian  Western  Company  has  a  still 
lower  rate,  Rate  No.  6,  Optional  High  Load  Factor  Rate,  which 
is  available  to  customers  using  over  24,000  MCF  per  year  and 
whose  use  during  the  months  of  May  to  October,  inclusive  is 
not  less  than  40^  of  the  total  use  for  the  year.  The  rate 
consists  of  three  parts,  a  fixed  charge,  a  demand  charge,  and 
a  commodity  charge.  This  rate  is  lower  than  Rate  No.  4  for 
high  load  factors  and  large  customers.  The  last  block  of  the 
commodity  charge  (all  over  4,000  MCF  per  month)  is  at  10.0/ 
per  MCF. 


On  an  equivalent  basis  using  an  efficiency 
of  65 $  for  coal  and  75^  for  gas,  Drumheller  coal  at  $4,00  per 
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ton  is  equivalent  to  23.4  cents  per  MCF,  Priddis  coal  at  $6.00 

per  ton  is  equivalent  to  27.2  cents  per  MCF  and  Blairmore  coal 

at  $7.50  per  ton  is  equivalent  to  33.7  cents  per  MCF.  Without 

taking  into  account  the  many  other  advantages  of  gas,  the 

price  of  gas  for  the  larger  commercial  and  industrial  users 

is  well  below  competitive  levels  except  for  consumptions  close 

to  the  minimum  under  Rate  No.  4.  At  600  MCF  per  month,  the 

average  rate  for  gas  is  26  cents  per  MCF  whereas  Drumheller 

* 

coal  at  $4.00  per  ton  is  equivalent  to  23.4  cents  per  MCF.  As 

i 

the  monthly  use  increases,  however,  the  average  gas  rate  de¬ 
creases,  as  shown  above,  to  as  low  as  17,4  cents  for  5,000 
MCF  per  month.  At  this  rate  and  under  the  relative  efficien¬ 
cies  used  Drumheller  coal  would  have  to  sell  for  approximately 
$2.98  per  ton. 

Conclusions 


The  foregoing  analyses  lead  to  the  con¬ 
clusion  that  for  the  three  major  classes  of  service  the  value 
of  natural  gas  in  the  City  of  Calgary,  as  measured  by  coal  as 
a  substitute  fuel,  exceeds  the  present  prices  for  gas.  If, 
then,  as  assumed  earlier,  present  prices  and  intervening  costs 
leave  a  balance  of  2  cents  per  MCF  at  the  well,  then  the  value 
of  the  gas  at  the  well  exceeds  this  2  cents  per  MCF  and  for 
the  most  part  by  a  substantial  margin.  This  margin  varies 
over  the  range  of  uses  of  natural  gas.  Thus,  both  from  a  cost 
and  a  value  approach  to  the  problem  of  fixing  a  price  of  gas 
at  the  well  it  would  appear  that  a  flat  price  per  MCF  is  in¬ 
consistent  with  the  facts  and  that  a  block  rate  of  some  form 
would  be  more  nearly  in  harmony  with  the  characteristics  of 


service  and  of  the  market. 
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Q, 


MR.  STEER:  Mr.  Chairman,  before  Mr.  Zinder  commences 

• 

reading  Part  2  of  his  report  I  would  like  to  say  that  so  far 
as  we  can  judge  this  part  of  the  report  is  based  upon  certain 
information  which  was  applied  for  by  Mr.  McDonald  and  which 
was  given  and  the  information  asked  for  was  as  to  sales  in 
the  years  1929,  1939  and  1944.  Those  sales  were  given  just 
as  asked  for  with  a  warning  that  they  were  not  necessarily 
significant  and  for  the  use  to  which  they  were  put  it  is  quite 
obvious, to  say  the  least,  they  were  not  significant  for  this 
reason,  that  in  1933  a  re-classification  of  accounts  took 
place.  The  result  of  that  re-classification  was  to  take  a 
large  number  of  consumers  out  of  the  domestic  class  and  put 
them  into  the  commercial  class,  and  to  take  a  number  of  con¬ 
sumers  out  of  the  commercial  class  and  put  them  into  the  in¬ 
dustrial  class,  so  that  comparisons  made  on  the  basis  of  those 
figures  that  were  asked  for  and  were  given  are  really  not  sig¬ 
nificant  to  the  conclusions  that  Mr,  Zinder  may  have  drawn 
from  them. 

If  the  figures  are  desired  year  by  year 
we  are  prepared  to  give  them  and  I  thought  in  fairness  to  the 
witness  that  possibly  I  had  better  make  that  statement  before 
he  commences  his  report. 

MR.  MCDONALD:  Those  are  the  figures  that  you  are  going 

to  refer  to  as  Appendix  3  ? 

Yes. 

Just  before  you  start  I  might  add  that  we  are  adding  Appendix 
3  to  Mr.  Zinder’s  report  and  I  can  distribute  it  now  without 
interrupting  him. 

THE  CHAIRMAN:  It  will  still  be  part  of  Exhibit  135  ? 


MR,  MCDONALD: 


Yes , 
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A  I  think  the  witness  would  like  to  make  a  statement  if  he  can. 

I  think  that  change  in  re-classifications  of  customers  might 
very  well  affect  the  conclusions  reached  from  the  figures  as 
we  have  them.  It  will  not  change  *in  my  opinion  the  principles 
as  expressed.  The  figures  were  used  largely  as  illustrative 
of  the  principles.  I  would  like  to  see  the.... 

Q,  THE  CHAIRMAN:  Would  there  be  any  advantage,  Mr.  Zinder, 

if  you  got  the  figures  for  another  year  following  the  classi¬ 
fication  of  1933  ? 

A  That  is  right. 

3,  Mr.  Steer  is  willing  to  give  it  if  you  wish  it. 

A  It  would  be  very  helpful  if  I  could  have  the  figures  year  by 
year  for  1929  to  date,  particularly  those  from  1933  on.  I  am 
assuming  that  from  1933  on  the  classification  of  the  customers 
of  the  company  was  uniform. 


(  Go  to  Page  4936  ) 
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THE  CHAIRMAN :  Except  one  little  charge  a  year 

ago,  wasnrt  it,  Mr. Brownie,  in  one  of  the  Schedules,  the 
High- low  Schedule • 

MR.  STEER:  There  was  an  addition  in  the  early 

part  of  this  year, Sir,  yes. 

THE  CHAIRMAN:  \7a.snTt  there  a  change  a  year  or 

eighteen  months  ago  when  the  Refineries  came  in? 

MR.  STANLEY  DAVIES:  The  2oth  of  January,  1945,  Sir. 

THE  CHAIRMAN:  January  1945? 

THE  WITNESS :  Did  I  understand  you  to  say  that 

there  was  also  a  change  in  the  classification  as  between 
commercial  and  industrial,  Mr  .Steer? 

UR.  STEER:  That  is  right. 

THE  CHAIRMAN:  In  1933. 

UR.  STEER:  It  night  have  been  domestic  to  indus¬ 

trial,  but  there  were  change  . 

THE  CHAIRMAN:  Well  you  can  go  on  in  the  meantime, 

Mr.Zindor,  and  perhaps  by  noon  you  will  have  an  idea  of  what 
you  want  and  Mr.  McDonald  will  no  doubt  see  that  you  get  it 
if  Mr .Stc-er  is  willing  to  give  it. 

MR.  STEER:  All  I  want  to  say,  Mr*Chairman, 

is  that  in  our  view  that  part  of  Ivjr  .Zinder  Ts  report  which  he 
is  about  to  read  now  is  entirely  misleading  by  reason  of 
inaccuracies  of  figures. 

ThE  CHAIRMAN:  But  I  understood  you  to  say  that  you 

arc  willing  to  give  him  those  figures. 

MR.  STEER:  Yes,  give  him  any  figures  of  that 

sort  that  he  wants. 

THE  CHAIRMAN:  You  can  make  up  your  mind,  Mr. 

McDonald  what  you  want  in  that  regard  and  Mr  •Steer  will 
give  it  to  you. 
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MR.  MCDONALD:  Ycs.  Bat  I  undoistood  at  the  time 

that  these  figures  wore  the  only  ones  that  were  available 
at  the  time  I  applied  for  them. 

THE  CHAIRMAN:  That  is  what  you  askGd  for. 

HR.  MCDONALD:  Yes,  but  those  wore  the  only  ones 

available  at  the  time.  If  the  rest  can  be  made  available, 
we  would  like  to  have  them. 

MR.  STEER:  Wo  would  like  to  know  what  is  wanted . 

Wo  were  asked  for  those  and  we  gave  what  was  wanted,  that  is 
all.  Wc  arc  willing  to  give  any  other  figures,  but  we  wuld 
like  a  request  in  writing,  so  that  wc  will  know  wh. at  is 
wanted. 

MR.  MCDONALD:  We  will  make  a  demand  in  writing. 

THE  WITNESS : 

PART  II  -  ELASTICITY  OF  DEMAND 


Tho  elasticity  of  demand  for  utility 
services  is  always  an  important  consideration  when  any  rate 
adjustment,  down  or  up,  is  in  prospect.  The  problem  is  not 
one  of  the  general  relationship  of  price  to  quantity.  It  can 
be  generally  seated  for  utility  services,  as  for  most  other 
services  or  commodities,  that  as  the  price  decreases  the 
quantity  sold  will  increase,  and  conversely,  that  as  the  price 
0  increases  the  quantity  sold  will  decrease,  ouch  a  general 

statement,  howover,  has  little  value  in  considering  a  parti¬ 
cular  rate  problem.  In  any  particular  irstancc,  it  is  the 
elasticity  of  degree  of  change  in  quantity  which  results  from 
a  given  change  in  price  that  is  important.  This  degree  of  change 
determines  whether  total  revenues  will  increase  with  an  increase- 
in  rate  or  to  what  extent,  if  any,  total  revenues  will  decrease 
with  a  decrease  in  rates. 
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It  is  oonvcivablc  that  the  price  of  a 
given  product  may  already  be  so  low  and  the  market  already  so 
saturated  that  any  further  reduction  in  price  will  bring  very 
little  change  in  the  demand.  Any  change  in  price,  when  a 
company  is  operating  at  this  point  on  the  demand  curve  will  cause 
almost  a  proportional  change  in  total  revenues.  In  an  unsaturated 
market  it  is  possible  for  a  price  reduction  to  cause  an  increase 
in  volume  so  substantial  as  to  result  in  an  increase,  rather 
than  a  decrease,  in  total  revenue. 

The  measurement  of  the  demand  elasticity 
of  any  service  is  difficult,  if  not  impossible.  Many  factors 
enter  into  such  a  determination  in  addition  to  the  price  and 
availability  of  alternative  substitutes.  It  would  be  misleading, 
for  example,  to  take  the  composite  sales  of  any  utility  service 
as  a  basis  for  measurement  or  oven  as  a  guide.  Such  service 
is  composed  of  a  number  of  diverse  classes  of  customers,  each 
having  a  separate  demand  curve. 

I  would  like  to  skip  the  next  paragraph  v\hich  deals  with 
the  figures  and  go  on  to  the  principles,  if  I  might,  on  Page  11, 
THE  CHAIRMAN:  Strike  out  starting  at  "The  experience"  ? 

Yes,  strike  out  beginning  with  "The  experience". 

To  the  end  of  the  paragraph  on  Pago  11? 

Yes ,  page  11,  and  I  would  start  in  there. 

It  is  not  proposed  to  attempt  in  this 
report  to  present  any  demand  ourve,  by  classes  of  service, 
or  otherwise,  for  natural  gas  sold  in  the  City  of  Calgary. 
Preparation  of  such  curves  would  require  more  data  than  now 
appears  to  be  available  from  the  records  of  the  Cas  Company. 
Certain  information,  however,  was  obtained  from  the  Company 
which  is  believed  to  have  an  important  bearing  on  the  subject 
and  makes  some  general  observations  possible. 
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HR  .HARVIE:  Mr.Zinder,  was  it  on  account  of  this 

information  that  was  not  complete  or  correct  that  you  are 
omitting  to  read  that  paragraph? 

I  did  not  get  your  question,  Mr •  Harvie . 

\7as  it  on  account  of  this  statement  which  is  made  by  Mr  -Steer 
that  you  are  not  reading  that  sentence? 

That  is  right.  If  the  two  classes  of  customers  were  not  com¬ 
parable,  then  the  illustration  of  the  principle  which  I  have 
indicated,  the  figures  would  not  illustrate  it.  I  would  like 
to  see  the  figures  for  a  uniform  classification  of  customers 
over  the  pe  riod. 

MR.  STEER:  Mr.  Chairman,  my  learned  friend,  Mr. 

Harvie,  makes  the  suggestion  that  the  figures  we  gave  are 
not  correct.  I  would  like  the  witness  to  say  that  the  figures 
we  gave  him  for  the  years  that  wore  given  were  correct.  They 
become  misleading  by  reason  of  the  fact  of  the  reclassification 
of  customers  that  occurred. 

THE  CHAIRMAN:  The  figures  arc  correct  but  the  con¬ 

clusions  which  can  bo  drawn  from  them  may  bo  erroneous. 

MR.  STEER:  Yc-s ,  by  reason  of  their  reclassification. 

MR.  CHA 4 Hi RS :  Mr.  Chairman,  I  would  like,  whether 

this  paragraph  is  read  or  not,  this  oxhibit  i3  filed  and  the 
witness  on  the  basis  of  certain  figures  made  certain  statements. 
Nov;,  the  application  of  them  may  be  affected  by  certain  other 
factors.  Tho  thought  I  had  in  mind  was  this,  that  this  infor¬ 
mation  has  been  prepared,  and  if  there  are  other  factors  that 
do  affect  thorn,  and  this  witness  docs  not  know  about  them, 
it  may  be  to  tho  interests  of  certain  parties  or  all  of  us, 
that  somebody  else  who  has  tho  actual  information  should  furnish 
it . 


THE  CHAIRMAN : 


The  accurate  information,  did  you  say? 
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Mr .Chambc rs? 


MR.  CHAMBERS: 


The  actual. 


THE  CHAIRMAN: 


The  actual? 


Yes.  I  would  like  to  see  the  whole 


thing  read  personally 


THE  CHAIRMAN : 


Mr*  Chambers,  you  can  cross-examine 


on  them  if  you  like.  Actually  we  make  a  mistake  in  the  filing 
of  those  as  exhibits  before  the  witness  has  said  a  word. 

It  should  be  filed  as  an  exhibit  when  he  has  finished  reading 
and  if  he  waits  to  strike  it  out  it  is  his  privilege  to-do  it. 

i 

He  can  be  cross-examined  on  it,  whether  he  strikes  it  out  or 
leaves  it  in. 

MR.  McDONALD:  Meg- be  we  should  have  an  adjournmend 

and  I  can  discuss  the  matter  with  Mr*  Zinder. 

THE  CHAIRMAN :  I  think  it  is  a  little  unfair  to  Mr* 

Zinder.  When  I  say  unfair,  I  do  not  mean  unfair  on  the  part  of 
any  counsel  present,  but  he  is  certainly  confronted  with  some¬ 
thing  that  he  did  not  know,  and  he  is  trying  to  adjust  his 
evidence  with  regard  to  it. 

MR.  McDONALD;  I  might  make  myself  clear,  Mr ‘Chairman* 

as  to  what  transpired  in  obtaining  this  information.  Mr. 

Brownie  may  oorrect  me.  But  when  I  applied  for  this  information 
I  was  told  that  it  was  not  kept  in  this  typo  of  method.  Thinking 
it  over  and  reading  the  transcript,  I  went  back  to  Mr .  Brownie 
and  pointed  out  to  him  that  in  his  evidence  in  the  years  1929, 
1939  and  1944  ,  he  had  practically  given  this  type  of  thing  in 
a  different  way,  and  I  said  I  thought  he  had  enough  information 
on  that  to  give  me  at  least  for  the  three  years  as  a  guide. 

Now,  it  may  be  that  since  that  timo  there  are  other  figures 
available,  and  the  ovidence  would  bo  available  to  us  by  noon, 
the  full  statement  would  bo  available,  and  maybe  this  afternoon 
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wc  could  deal  with  this  elasticity  of  demand*  That  is  what  I 
would  like  to  discuss  with  Mr*Zindor  now. 

THE  CHAIRMAN :  All  I  had  in  mind  is  that  wc 'have 

only  until  Wednesday  night  to  finish  his  evidence. 
mr.  McDonald:  Yes, 

THE  CHAIRMAN :  How  long  do  you  want? 

MR.  MCDONALD:  Oh,  just  ten  minutes,  five  minutes. 

THE  CHAIRMAN:  YGs  ,  all  right. 


(At  this  juncture  a  short  adjournment  was  taken). 


(Go  to  page  4942  . )  , 
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Q  I  think,  Mr.  Zinder,  if  you  will  go  back  to  page  10.  What 
we  have  determined  is  we  will  complete  the  report  as  filed 
,and  Mr.  Zinder  will  have  available  by  noon  the  additional 
information  in  regard  to  the  consumption  per  customer  from 
the  gas  company  and  this  afternoon  he  will  deal  with  any 
changes  in  his  conclusions  that  he  may  desire  to  make. 

A  On  that  basis  I  would  like  to  go  back  to  page  10  and  read 

in  the  part  which  I  indicated  previously  w  as  •  to  be  deleted. 

"The  experience  of  the  Canadian  Western  Company  between 
1929  and  1944  is  illustrative  of  this  point.  From  1929 
to  1944  the  overall  average  consumption  per  customer 
increased  from  348.52  M.C.F.  to  400.48  MCF.  (See  Appendix  II), 
The  conclusion  would  seem  to  follow  that  the  average  use 
during  this  period  increased  with  the  reduction  in  rates. 

Yet.  taking  each  class  of  service  separately  — Domestic, 
Commercial  and  Industrial  —  the  average  use  per  customer 
for  each  class  actually  decreased  in  that  period." 

I  read  the  next  paragraph. 

Starting  now  with  Domestic  Use. 

Domestic  Use 

In  1929  the  average  consumption  per 
domestic  consumer  of  Canadian  Western  was  218.51  MCF,  and  the 
rate  for  most  domestic  use  was  33  cents  per  MCF.  At  that 
point,  I  would  like  to  refer  to  Appendix  III,  which  is  the 
new  Appendix  for  these  figures.  In  1944  the  average 
domestic  sales  were  only  191.48  even  though  the  rate  had 
been  decreased  to  approximately  25  cents,  a  decrease  of 
almost  25  per  cent.  During  this  period  there  was  a  slight 
increase  in  the  per  cent  of  total  domestic  customers  who 
were  heating  customers,  from  87,6  per  cent  to  90.8  per  cent. 
This  is  shown  on  the  following  Schedule  No.  1.  In  Part  I  of 
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of  this  Submission  it  was  shown  that  the  present  p’rice  for 
gas  for  domestic  heating  is  well  below  the  competitive  level 
as  measured  by  coal  as  a  substitute.  All  these  factors  clearly 
4-1  indicate  that  it  would  take  a  very  substantial  increase  in 

the  price  of'gas  to  this  class  of  customer  to  affect  the  use 
to  any  material  extent,  so  that  an  increase  in  price  could 
be  expected  to  produce  an  increase  in  revenue. 

Commercial  Service. 

There  has  been  a  material  change  in  this 
class  of  customer  over  the  past  15  years.  In  1929  Canadian 
Western  had  238  commercial  customers,  who  used  an  average  of 
4,791.81  MCF.  By  1939  the  number  increased  to  3118  and  the 
average  use  per  customer  declined  to  674,55  MCF.  There  was 
^  no  change  in  rate  during  this  period.  By  1944  the  number 

of  commercial  customers  increased  to  3368  and  the  average 
use  increased  to  1,164.28  MCF.  How  much  of  this  increase 
in  average  use  was  due  to  war  activity  and  how  much  to  the 
reduction  in  rotes  is  not  possible  to  determine.  During 
this  same  period  --  1939  to  1944  --  the  company  added  only 
300  commercial  heating  customers  or  approximately  10  per 
cent  of  the  total  commercial  customers  already  served  in  193  9, 

The  commercial  classification  of  customers 
is  probably  a  heterogeneous  group,  since  in  many  cases  it 
includes  small  industrial  users.  The  demand  behaviour  of 
gas  for  restaurants,  hotels,  laundries,  and  such  establish¬ 
ments  will  differ  from  its  use  in  heating  of  stores,  office 
and  apartment  buildings.  In  the  first  group  the  principal 
factor  influencing  use  once  gas  is  adopted  as  the  fuel,  is 
the  volume  of  business  carried  on  by  the  establishment.  In 
the  second  group  the  principal  factor  influencing  demand  is 


T-l-3 


H,  Zinder, 

Direct  Ex.  by  Mr.  McDonald. 

-  4944  - 

the  degree  day  deficiency.  In  both  groups,  once  the  price  of 
gas  is  fixed  below  competitive  levels  of  alternatives,  price 
becomes  a  secondary  factor  in  influencing  use.  In  Part  I  of 
%'  this  Submission  it  was  shown  that  for  this  class  of  service 

present  prices  of  gas  in  Calgary  are  sufficiently  below 
competitive  levels  so  that  it  would  require  a  substantial 
change  in  price  to  cause  any  material  change  in  use. 

Industrial  Use 

The  industrial  classification  is  likewise 
not  usually  a  homogeneous  group  with  respect  to  the  demand 
characteristics  for  natural  gas.  Gas  is  used  both  for  direct 
firing  and  for  processing  and  heat  treating,  as  well  as  for 
other  uses  in  the  industrial  classification.  In  its  fuel 
use  gas  would  be  competitive  with  other  fuels,  and  in  such 
use  the  relationship  of  the  price  of  gas  to  industrial  custom¬ 
ers  in  Calgary  as  compered  with  coal  has  been  set  forth  in 
Part  I  of  this  Submission.  In  processing,  heat  treating  and 
other  such  operations,  coal  is  really  not  competitive  with  gas. 

There  is  one  basic  demand  factor  which  is 
common  to  all  industrial  use.  In  a  large  measure,  the 
industrial  use  of  gas  is  in  turn  largely  determined  by  the 
demand  for  the  products  processed  by  the  industrial  user. 

Thus  the  industrial  use  of  gas  will  vary  with  the  business 

* 

cycle  to  a  substantial  extent. 

In  1929  Canadian  Western  had  40  customers 
which  were  classed  as  industrial,  whose  average  annual  use 
was  34,684.55  MCP.  The  rate  for  this  service  was  the  same 
rate  as  for  all  other  service  starting  with  a  top-  block  of 
33  cents  per  MCF  and  going  down  to  15  cents  per  MCF  for  all 
uses  in  excess  of  5,000  MCF  per  month.  Under  this  rate,  by 
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1939  the  company  reported  135  industrial  consumers,  whose 
average  use  was  8,035.69  MCF.  Commencing  December  12,  1939, 
Canadian  Western  established  a  number  of  special  rates,  in¬ 
cluding  special  commercial  and  industrial  rates,  representing 
q  reduction  in  rates  to  many  consumers.  The'  number  of 
industrial  customers  declined  from  the  133  in  1939  to  a  low 
of  124  in  1943,  and  by  1944  the  company  reported  130  industrial 
customers,  whose  average  annual  use  was  18,748.63  MCF. 

In  the  fuel  use  of  natural  gas  by 
industrial  customers  will  probably  be  found  the  most  sensitive 
relationship  of  any  group  of  gas  customers  to  the  cost  of 
competitive  fuels.  Some  companies  after  establishing  a  base 
price  for  service  to  such  customers  provide  for  either  an 
increase  or  decrease  in  this  price,  depending  upon  increases 
or  decreases  in  the  prevailing  prices  of  competitive  fuels  in 
the  area.  Reference  to  Chart  No.  3  of  Submission  No.  1, 
indicates  that  except  for  average  monthly  use,  around  600  to 
800  MCF  per  month,  the  price  of  gas  in  Calgary  for  industrial 
use  is  below  competitive  levels.  This  is  particularly  true 
with  respect  to  the  larger  monthly  volumes.  This  would 
indicate  that  for  the  smaller  monthly  consumption,  no  price 
change  could  be  made  increasing  the  price  of  gas  without 
influencing  the  total  volume  of  sales,  whereas  for  the  larger 
volume  there  is  a  margin  between  the  price  of  gas  and 
competitive  levels, 

0  Mr.  Zinder,  referring  to  Part  I.  You  might  point  out, 

Mr.  Zinder,  on  page  14  at  the  top,  with  reference  to  Chart  3 
of  Submission  Number  1,  you  refer  or  the  reference  is  to 
Chart  3  of  Part  number  I  of  this  submission. 

A  What  page  is  that? 
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A 

Q, 

ft  A 

Q 

A 
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Q, 

A 
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#  Q 

A 

Q 

A 


Page  14. 

Yes. 

Submission  Number  1  or  Port  Number  I  of  this  Submission? 

Yes . 

That  should  be  part  Number  I  of  this  SUbmiss ion? 

Yes. 

MR.  CHAMBERS:  That  is  the  third  graph. 

Yes.  It  should  be  Chart  Number  3  of  submission  Number  2. 

It  refers  to  the  graph  labelled  ’’Competitive  Relationships 
Cool  vs.  Gas  industrial  use,  City  of  Calgary.” 

MR.  MCDONALD:  In  this  submission? 

In  this  submission,  yes. 

With  regard  to  the  value  of  natural  gas,  can  you  express 
an  opinion  as  to  the  price  which  gas  could  be  raised  to 
before  it  is  competitive  with  coal  in  each  classification? 
Yes.  Based  upon  this  study,  it  would  be  my  opinion  that 
the  price  of  gas  for  domestic  use  might  be  increased  to  as 
much  as  33  cents  or  even  higher  without  appreciably  affecting 
the  total  use  of  gas,  particularly  for  heating  for  domestic 
service.  For  commercial  use  ,  my  opinion  would  be  that  the 
price  might  be  increased  to  that  level  or  perhaps  a  bit 
higher  and  with  the  same  expected  conclusion,  that  the  total 
volume  of  use  per  customer  would  not  vary  materially. 

MR.  STEER:  By  that  level  you  mean  33  cents? 

How  is  that ,  sir? 

When  you  said  ”to  that  level7’,  did  you  mean  that  33  cents? 
Yes.  With  regard  to  industrial  use,  I  do  not  know  that  I 
can  express  an  opinion.  I  think  that  would  require  a  little 
more  detailed  study  of  this  classification  of  customers.  My 
general  conclusion  would  be  that  some  increase  would  be 
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possible  and  that  is  based,  as  I  stated  here,  largely  on  the 
relationship  of  Rate  Number  4,  which  is  shown  on  Chart  No.  3. 
and  when  the  price  of  coal  is  competitive,  the  price  of  coal 
on  an  equivalent  basis  adjusted  for  efficiency.  How  much  and 
at  what  point  of  use  the  rate  may  be  increased  to  this  class 
of  customer  without  effecting  consumption,  I  am  not  prepared 
t  o  say . 

MR.  CHAMBERS:  Is  my  learned  friend  going  to  have  the 

witness  deal  with  the  Appendices? 

MR.  MCDONALD:  The  Appendices  are  just  referred  to  for 

data.  We  will  revise  Appendix  III. 

THE  CHAIRMAN :  Is  that  all,  Mr.  McDonald? 

Mr.  MCDONALD:  That  is  a  11  I  have  on  this  phase,  Mr. 

Chairman. 


MR.  STEER: 

MR.  MCDONALD: 


asked  Mr.  Zinder. 


What  other  phase  is  there? 

There  were  the  questions  Mr.  Blanchard 


MR.  STEER: 

MR.  MCDONALD: 
THE  CHAIRMAN: 


Oh  yes . 

That  is  the  only  other  thing. 

And  what  other  evidence  Mr.  Zinder  wishes 
to  give  as  the  result  of  the  information  we  are  getting  today. 
MR.  MCDONALD:  Yes. 

MR.  STEER:  I  would  not  like  him  to  break  it  up  Into 

two  or  three  parts,  sir.  My  suggestion  there  was  practically 

that  Mr.  Zinder  should  give  his  evidence  and  then  be  cross- 
examined  and  we  will  get  along  more  expeditiously. 

MR.  MCDONALD:  There  are  two  elements.  There  are  really 

two  elements  in  this  submission.  There  is  first  the  value 
of  the  gas  and  second  the  elasticity  of  demand. 

THE  CHAIRMAN:  That  is  right. 
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MR.  MCDONALD?  The  cross-examination  this  morning  will  be 

restricted  to  the  question  of  the  value  of  the  gas  and  we  will 
deal  with  elasticity  this  afternoon. 

MR,  FENERTY:  I  can  ge  on  with  my  end,  that  I  am  going 

to  take,  leaving  the  other  matters  to  my  friends  when  this 
other  analysis  has  been  made. 

THE  CHAIRMAN:  Yes. 


CROSS-EXAMINATION  OF  THE  SAME  WITNESS  BY  MR.  FENERTY. 

Q,  MR.  FENERTY:  If  that  suits  the  convenience  of  everyone, 

Mr.  Zinder  ,  would  you  turn  to  your  introduction,  the  third 
paragraph.  •  I  do  not  want  you  to  read  it  all,  but  you  have 
outlined  some  of  the  difficulties  that  are  encountered  in 

r> 

ascertaining  the  value  of  gas  at  the  well  and  in  the  last 
sentence  of  that  paragraph  you  say:  ’’The  composite  of  all 
these  values  as  they  exist  in  the  market  served  would  give 
a  composite  value  of  gas  at  the  well.”  Now  we  have  not  got 
all  those,  have  we*  those  elements  before  you  in  determining 
values . 

A  We  have  the  value  for  domestic  use;  we  have  the  value  for 
commercial  and  industrial  use  and  the  value  for  large 
industrial  use.  pfow  they  would  go  together  to  make  a 
_  composite,  we  have  not  the  information  to  do  that,  no. 

Q,  ’’Furthermore,  the  value  of  gas  service  to  an  existing 

consumer  is  different  from  the  value  to  a  consumer,  making 
the  choice  between  gas  and  some  alternative  for  an  entirely 
new  home  or  plant,”  And  in  discussing  the  industrial  con¬ 
sumer,  ”an  entirely  different  value  at  the  well  would  be 
obtained  if  the  value  to  the  large  industrial  consumer  of 
natural  gas  for  processing,  heat-treating,  or  other  purposes 
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is  taken  as  a  base, "  That  alters  the  picture? 

A  <  Yes . 

Q,  H$ve  you  got  an  analyses  of  all  these  things,  uses,  individual 
uses  by  industrial  consumers  and  the  number  of  new  houses  and 
how  they  would  compare  to  the  old  ones  and  the  habits  of 
those  customers  that  you  speak  of? 

A  No ,  I  have  not . 

Q,  You  have  not  got  all  those? 

A  No. 

Q  So  it  follows  that  if  they  are  essential  in  determining  the 
value  at  the  well,  you  have  not  got  all  the  features  with 
which  to  determine  those  values,  have  you? 

A  Not  in  arriving  at,  let  us  say,  the  final,  let  us  call  it 
accurate  figures.  I  have  taken  the  one  factor,  namely  the 
competitive  relationship  between  gas  as  a  fuel  and  coal  as 
a  fuel  and  compared  them  and  compared  them  on  a  B.T.U.  basis 
and  adjusted  for  differences  in  efficiency.  I  will  say  that 
is  probably  the  predominating  factor. 

Q  Yes . 

A  And  these  other  factors  do  influence  use  but  this  one  is  a 
major  factor. 


(Go  to  page  4950) 
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Q,  Not  to  tho  same  extent  on  the  factors  you  have? 

A  Not  nearly  to  the  same  extent,  particularly  in  the  domestic 

and  commercial  classification* 

Q,  Now  I  am  going  to  oome  back  to  this  point  I  am  speaking  about 
in  a  moment,  but  I*  want  to  get  the  general  picture  from  you. 

It  is  true,  of  course,  is  it  not,  that  one  of  the  controlling 
f. actors  in  this  matter  of  competitive  fuels,  is  the  respective 
efficiencies  of  gas  and  coal  as  fuel,  as  used  in  existing 
appliances  or  appliances  which  are  available? 

A  It  has  an  important  bearing  on  tho  result,  yes. 

Q,,  Yes,  well  we  will  take  it  this  way,  you  have  discussed  efficien¬ 

cies  -based  on  figures,  some  cases  50^,  some  55^o,  some  6 5fot  75?o 
and  so  forth.  Now  it  so  happens  that  these  efficiencies,  these 
figures,  if  these  figures  should' be  modified  so  that  the 
efficiencies  are  equal,  or  even  that  coal  was  more  efficient, 
it  would  change  the  entire  situation,  would  it  not? 

A  Ygs ,  if  you  changed  your  efficiencies  it  would  change  your 
curves  up  and  down • 

Q,  As  I  understand  the  situation,  you  do  not  know  what  the  relative 
efficiencies  under  thos condi tions  that  exist  here  are,  you  have 
taken  figures  from  a  submission  filed  by  tho  Gas  Company? 

A  That  is  right . 

Q,  YGs,  but  you  do  not  know  what  they  arc? 

A  No,  no  tests,  I  have  made  no  tests  of  individual  consumers  in 

tho  City  of .Calgary. 

Q,  And  I  take  it  you  do  not  know  anybody  who  does  know? 

A  I  was  not  able  to  find  anybody  who  had  made  tests  in  Calgary. 

Q,  Speaking  in  general  terms,  and  I  am  coming  to  it  particularly 
later,  is  it  fair  to  say  that  in  such  cases  whore  there  arc 
definite  figures,  they  tend  towards  a  reversal  of  those  figures, 
with  a  higher  efficiency  for  coal  than  gas,  where  there  are 
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any? 

A  No  sir,  not  in  my  experience. 

Q,  You  do  not  know? 

A  0r  my  observation. 

Q,  So  I  say,  any  such  figures  having  to  do  with  gas  and  tho 

position  of  this  gas  and  the  coals  which  we  have  in  Albe  rta, 
do  you  know  anything  about  that? 

A  XIg  have  one  studied..... 

Q,  I  am  going  to  ask  you  in  detail  later,  but  I  want  to  know  whether 
or  not  you  know  of  figures  which  tend  generally  to  reverse 
these? 

A 

A  To  reverse  the  situation? 

Q,  Ygs? 

A  No,  I  do  not. 

Q,  Then  I  will  come  to  the  other  later. 

Leaving  that  now  and  going  to  Page 

2,  the  last  paragraph: 

"Such  loss  as  night  occur  would  bo  in  conservation  of 
use  by  some  instances,  perhaps  only  temporarily,  rather 
than  any  changing  over  by  any  customers  to  use  of  coal." 

I  ,}us  t  want  to  discuss  this  with 
you  before  I  forget  it,  that  has  to  do  to  somo  extent  with 
tho  elasticity  you  have  been  speaking  about? 

A  Yes . 

Q,  \7ould  it  be  helpful  in  obtaining  an  impression  of  tho 

situation  here  if  you  were  to  ascertain  that  in  tho  City  of 
Edmonton,  for  instance,  that  gas  had  a  higher  rate  than  here  at 
present,  many  customers  or  a  number  of  customers  made  a  point 
of  using  gas  through  the  summer  and  spring  and  fall,  and 
going  to  all  tho  trouble  of  ripping  out  the  gas  burners  and 
using  coal  in  tho  winter,  during  the  large  consumption,  did 
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yoa  over  hear  of  that  happening? 
A  I  have  not . 


ft 

% 

A 

Uhat? 

I  have  not.  I  have  made  no  study  of  the  Edmonton  situation  . 

as  to  the  price  of  coal  there  or  as  to  the  price  of  gas. 

ft 

But  if  we  have  a  situation  in  this  Province,  or  in  any  community 

where  such  a  practice  has  prevailed  with  certain  prices,  would 

it  affect  your  ideas  as  to  how  much  the  traffic  will  stand,  or 

whether  people  will  go  to  any  trouble  to  save  money? 

A 

If  I  found  a  situation  in  Edmonton  last  year  substantially 

identical  with  what  I  find  for  Calgqry  as  to  the  relationship 

between  coal  and  gas,  I  would  say  it  would,  but  I  do  not  know 

ft 

that  the  situations  arc  identical. 

I  was  not  speaking  of  the  coal  value.  I  am  speaking  of  the 

idea  wo  got  from  your  report  that  you  thought  that people 

would  go  a  long  way  to  continue  under  existing  conditions  in 

burning-  gas,  did  you  not  have  some  such  idea  as  that? 

A 

No,  what  I  am  trying  to  say  here,  Mr«*Fenerty,  or  that  I 

thought  I  said,  was  that  if  my  price  of  gas  is  25  carts  per 

MCE  and  if  I  know  that  if  I  changed  to  coal  it  would  cost  me, 

let  us  say,  35  cents. . . 

ft 

Ygs? 

A 

* 

Then  if  the  price  of  gas  were  increased  to  30  cents,  that  I 

would  not  change  to  coal  or  would  not  likely  change  to  coal. 

Now  that  is  all  I  tried  to  say. 

ft 

Yes? 

A 

I  might  try  to  oonserve  a  bit  and  that  might  be  temporary 

because  you  get  tired  of  going  through  all  the  motions  necessary. 

It  depends  upon  how  much  was  involvod. 

ft 

I  am  not  directing  this  question  to  that  particular  phase  of 

it,  but  just  as  a  general  suggestion  that  you  give  in  the  last 
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part  of  that  paragraph: 

"Such  loss  as  might  occur  would  be  in  conservation  of 
use  by  some  instances,  perhaps  only  temporarily,  rather 
than  any  changing  over  by  any  customers  to  use  of  coal." 

How  I  suggest  to  you  that  that  is  not 
the  history  in  every  place,  that  customers  do  change  over  to 
use  of  coal  if  it  is  going  to  affect  them  to  the  slightest 
degree;  you  did  not  anticipate  there  could  be  such  a  situation 
as  that,  did  you? 

A  Oh,  I  could  anticipate  a  situation  of  customers  changing  over 

to  coal,  Mr*  Fenerty,  but  only,  I  would  say  at  such  time  as  the 
price  of  coal  becomes  cheaper  than  gas,  and  it  would  have  to  be, 
in  my  opinion,  enough  below  the  pii  ce  of  gas  on  a  competitive 
heating  value  basis,  to  offset  the  other  advantages. 

Q,  I  SG@? 

A  The  other  advantages  of  gas. 

Q,  Now  will  you  turn  to  Page  6.  I  note  that  you  have  eliminated 
the  sales  tax  because  you  anticipate  that  that  form  of  taxation 
may  disappear? 

A  That  is  right. 

Q,  Now  in  another  part  of  your  report  you  refer  to  taking  the 

ceiling  prices  for  coal,  because,  of  course,  that  is  the  present 
condition? 

A  Ygs  .  I  was  told  the  prices,  it  was  my  understanding  at  which 
coal  is  sold  in  Calgary. 

Q,  And  if  we  have  a  reduction  for  instance  in  the  price  of  coal 
at  some  time  in  the  future,  that  would  have  as  much  effect, 
and  possibly  mar e  effect,  than  the  elimination  of  the  sales 
tax,  3us t  depending  on  what  takes  place? 

A  Certainly. 

Q,  So  that  I  suggest  to  you  that  any  report  can  only  be  of  value 
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Q, 
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Q, 

A 
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if  it  deals  with  the  facts  as  they  exist,  because  neither 
you  nor  I  nor  anybody  else  knows  what  these  facts  will  be  in 
the  future,  what  do  you  think  about  that?  I  mean  you  did  not 
anticipate  a  reduction  or  an  increase  in  coal  prices,  you 
just  anticipated  one  thing,'  and  it  is  just  one  factor  which 
presently  exists,  which  you  eliminated,  the  sales  tax,  and  it 
is  the  only  factor  whi c h  is  presently  existent  which  you  did 
not  deal  with. 

I  caa  only  say,  Mr*  Eenerty,  that  I  called  attention  to  what 
I  had  done  and  the  8 f0  variation  can  very  easily  be  made  there. 
But  as  a  result  of  the  discussions,  you  formed,  you  thog^ht 
the  8 $  sales  tax  would  be  eliminated,  that  is  your  reason  for 
leaving  it  out? 

That  is  what  I  thought. 

Y0s,  but  do  you  not  think  now  you  should  not  anticipate  the 
future,  either  a  decrease  or  an  increase  in  the  price  of  coal 
the  elimination  of  taxes  or  any  other  matters  not  presently 
assured,  would  that  not  be  fairer? 

Well  I  think  it  is  fairer  to  do  it  as  I  did,  the  way  I  presented 

it* 

It  is  fair  if  the  sales  tax  is  eliminated,  it  is  grossly  unfair 
if  it  is  not,  is  that  not  the  answer? 

It  is  fair  if  the  sales  tax  is  eliminated. 

Tea? 

And  if  it  is  not,  the  statement  is  made  there  that  there  is  an 
8 fo  difference  in  the  rate  in  that  reduction  and  it  can  readily 
he  made. 

Well  it  is  unfair  to  use  these  figures  if  the  sales  tax  is  not 
eliminated? 

I  say  I  do  not  think  so  as  I  call  attention  to  the  thing  as 
it  is.  You  are  asking  me  to  say  that  it  is  unfair ? 
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Q, 

Yes? 

A 

I  do  not  think  so. 

Q. 

I  say  that  you  have  used  figures  in  anticipation  of  a  change  in 

t 

conditions  favourable  to  gas  in  the  future? 

A 

Yes. 

Q- 

That  is  right,  is  it  not? 

A 

Well . 

Q. 

That  is  right  I  say,  is  it  not? 

A 

Wei  1  that  factor  is  favourable  to  gas. 

Q, 

It  is  favourable  to  gas,  is  it  not? 

A 

Yes  , 

% 

And  you  have  not  used  any  figures  favourable  to  coal? 

t 

A 

No.  My  own.  feeling  would  be  that  if  I  tried  to  interfere  with,  • 

9 

due  to  the  information  I  have,  it  would  be  a  tendency  for  the 

prices  to  go  up. 

GL 

And  it  would  not  be  fair  to  use  these? 

A 

I  have  not  done  that. 

Q. 

It  would  not  be  right  to  base  it  on  your  expectation  of  what 

happens  to  coal  ,  would  it? 

A 

If  there  was . 

Q, 

Will  you  not  answer  that? 

A 

Well . 

Q, 

Either  up  or  down,  it  would  not  be  fair  to  use  them,  would  it? 

*  A 

I  think,  Mr*  Eenorty,  I  can  answer  that  question  this  way, 

that  if  a  comparable  situation  exists  with  respect  to  coal, 

that  I  would  be  unfair  if  I  had  not  treated  it  the  same  way 

as  I  have  for  gas.  In  other  words,  that  if  there  has  been  a 

tax  or  had  been  a  tax  on  coal  in  effect  at  the  present  time 

which  general  opinion  seemed  to  be  would  be  eliminated  soon, 

I  would  have  treated  coal  the  same  way  as  I  did  the  gas. 

Q, 

In  other  words  you  say  you  would  be  ju^ified  in  substituting 
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your  opinion  as  to  the  trend  in  the  future*  that  is,  your 
opinion  is  it  not? 

A  That  is  right. 

•Q,  Yes,  only  where  it  results  in  a  comparison  favourable  to  gas  y 
now  that  is  what  you  are  telling  me,  is  it  not? 

A  I  did  not  tell  you  that,  Mp*Fcnorty.  I  think  I  said,  if  a 

comparable  situation  existed  with  respect  to  the  price  of  coal, 

I  would  have  handled  it  the  same  way* 

Q,  You  have  said  you  arc  being  fair  to  coal  in  taking  the  present 
soiling  prices  because  you  think  they  will  go  up,  I  take  it, 
that  is  your  opinion? 

A  That  is  my  opinion. 

Q,  Why  did  you  take  the  present  soiling  prices,  -  because  they 
existed? 

A  Yes,  they  arc  the  coal  prices  set  by  the  Wartime  Prices  and  Trado 
Bo  ard. 

Q,  But  you  expect  those  ceilings  to  be  removed? 

A  I  assume  they  will  bo  removed  some  day. 

Q,  But  you  take  them  and  you  say  you  can  only  take  them  as  they 
exist,  is  that  not  also  so  with  your  taxes,  -  I  am  just 
vo  ndoring  how  wise  you  are,  and  what  you  know  about  this 
Dominion  Government  taking  off  taxes;  some  Of  us  have  had 
experiences  with  taxes  and  we  know  how  difficult  it  is  to 
get  them  off  once  they  have  got  on,  -  however,  you  feel  that 
is  right? 

A  I  would  suggest  to  you,  Mr*  Fenerty,  that  if  you  want  to  make 
allowance  for  that  factor,  you  would  have  .to  add  8fo  to  the 
price  of  gas  where  it  comes  in,  and  I  have  indicated  the  amount 
in  what  has  been  done. 

Q,  Now  as  a  matter  of  fact  you  know  that  in  the  general,  the  average. 
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price  for  coal  in  the  States  is  substantially  that  of  prices 
of  coal  in  Calgary? 

A  The  price  of  coal  in  the  States,  Mr*  Fcnerty,  is  not  a  single 
price.  It  varies  over  the  entire  States  between  very  wide 
limits,  so  as  to  the  relationship  of  the  price  of  coal  in 
Calgary  to  the  price  of  coal  in  tho  States,  I  cannot  say. 

Q,  You  do  not  know? 

A  No . 

Q,  Wo  will  porhaps  refer  to  it  a  little  later  but  I  was  wondering 
whether  you  had  given  any  thought  to  the  future,  prices  of  Qoal 
in  Alberta,  -  I  was  wondering  if  you  are  aware  that  there  is  a 
large  body  of  people  who  have  formed  the  opinion,  of  the  coal 
oporators,  that  there  might  be  a  decrease,  did  you  ever  hear 
that? 

A  There  might  be? 

Q,  A  decrease  in  the  price  of  coal,  have  you  ever  heard  of  that? 

A  I  have  not  heard  of  that. 

Q,  You  do  not  know  anything  about  the  situation  as  disclosed  to 
our  Coal  Commission,  as  to  Western  Canada,  you  have  not 
inquired  into  that? 

A  No . 

Q,  And  you  do  not  know  whether  or  not  there  is  any,  -  whether 

there  are  any  substantial  grounds  with  increased  mechanization 
of  mines,  following  the  conclusion  of  the  war,  and  drives  for 
markets  in  Alberta? 

A  I  do  not  know  of  any  specifically,  I  had  no  information  of  that 
nature  • 

Q,  And  if  some  such  conditions  as  those  did  exist,  it  might  have  a 
serious  effect  on  the  question  of  comps  tit  ive  fuels,  coal  as  a 
competitive  fuel  to  gas? 


i 


H.Zin'dGr, 

Cross-Exam. by  Mr.Fonorty* 

/ 

-  4958 


Q,  Yes,  did  you  say  yes? 

A  Yes . 

Q,  And  the  time  for  that  drive,  of  course,  would  be  if  there  was 
an  increase  in  the  price  of  gas,  would  it  not? 

A  Not  necessarily,  but  I  would  think  they  might  make  that  drive 
at  any  time  and  I  assume  that  anything  that  tends  for  lower 
costs  would  affect  it. 

Q,  And  the  time  to  make  it  effective  would  be  when  there  was  an 
increase  in  the  price  of  gas,  -  the  greater  opportunity  for 
making  it  effective  would  be  then? 

A  That  might  be  an  added  incentive  to  try  to  do  something. 

Q,  Yes,  so  you  really  have  not  studied  any  of  those  questions 

/ 

which  might  determine  whether  an  increase  might  upset  the 
present  value  entirely,  except  the  value  of  gas  in  relation 
to  the  price  of  coal  as  it  exists  today,  that  is  your  entire 
basis? 

A  That  is  right  * 

Q,  Now  on  pqge  3,  Mr*  Zinder,  I  am  jumping  aroind  a  little  bit, 
but  it  is  the  way  I  took  my  notes,  -  I  notice  that  in  giving 
figures  here  you  have  selected  Drumheller,  Priddis  and  Blairmore 
Coals? 

A  Yes . 

Q,  And  you  have  chCEsen  to  use  the  more  expensive  and  in  some  cases 
the  medium  priced  coal,  I  moan  based  on  the  higher  quality 
of  lump  and  nut  and  so  forth,  and  you  have  given  no  consideration 
for  instance  to  G  anmore  Stoker  or  Lethbridge  coal,  have  you? 

A  Well,  as  to  ..... . 

Q,  First  of  all  I  want  to  get  at  it,  you  have  not  given  any 
consideration  to  those  ooals? 

A  No. 


TITS  CHAIRMAN : 


Are  they  available,  is  Canmore  coal 
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available  to  Calgary? 

MR.  FENERTY ;  Carimore  ooal? 

THE  CHAIRMAN:  Canmore  coal? 

%  MR.  FENERTY:  •  Yqs  ,  Canmore  stoker  coal.  We  have, 

we  expect  to  have  a  whole  lot  of  it  available*  I  have  quotations 
on  it  in  Calgary,  right  here* 

MR. CUMBERS  :  I  assume  tia  t  some  witnesses  going 

to  prove  that,  ins  toad  of  just  a  statement  by  counsel. 

MR.  FENERTY :  Just  on  that  point,  if  the  Board  would 

like  to  know . 

Q,  THE  CHAIRMAN :  We  oan  resolve  it  this  way,  did  you 

consider  any  other  coals  except  these  three,  Mr*  Zinder? 

A  I  did  not,  because  from  the  inquiries  which  were  made  those  were 
the  available  coals  which  were  being  used  in  this  market  or 
available  to  this  market  and  being  used. 

Q,  MR. BLANCHARD:  Do  you  mean  the  cheapest  coal  available 

to  this  market? 

A  Wcl  1  L  took  all  those  that  I  found  available  and  tha::  would  be 
representative  of  the  coal  used  in  this  market  for  the  various 
classes  of  service  that  I  have  indicated  here. 


(G-o  to  page  4960.  )  . 
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Q, 


t 


Just  on  that  point  I  might  indicate  to  the  witness  one  of 
these  coals.  In  answer  to  your  Chairman’s  remarks  as  to 
whether  it  was  available  I  have  here  a  letter  from  the  Secre¬ 
tary  of  the  Western  Canada  Bituminous  Coal  Operators  Assoc¬ 
iation. 

MR.  CHAMBERS:  I  do  submit*  that  if  you  are  going  to  put 

in  evidence  from  the  Western  Canada  Coal  Operators  Association 

i 

you  should  put  it  in  so  that  we  may  cross-examine  on  it. 

MR.  FENERTY:  I  am  going  to  cross-examine  Mr.  Zinder 

because  he  has  put  in  a  lot  of  prices  without  calling  evidence. 
THE  CHAIRMAN :  You  did  not  object  when  he  was  doing  it. 

I  am  getting  tired  of  this.  The  witness  has  stated  that  he 
did  not  consider  any  other  coal.  Why  bother  any  more. 

MR.  FENERTY:  Because  this  other  coal  could  have  been 

brought . 

THE  CHAIRMAN:  Then  bring  that  evidence.  This  witness 

saysr  I  did  not  consider  any  other  coal,  than  Priddis,  Drum- 
heller  and  Blairmore. 

MR.  FENERTY:  Then  I  am  going  to  make  him  consider  it. 

THE  CHAIRMAN:  He  does  not  know  so  how  will  you  make  him 

consider  it. 

MR.  FENERTY :  I  am  going  to  try  to  show  that  unless  he 

considers  other  coals  which  are  relevant  to  showing  efficiency 
this  thing  is  of  no  value. 

THE  CHAIRMAN:  You  wasted  fifteen  minutes  this  morning 

with  this  witness  right  at  the  beginning. 

MR.  FENERTY:  I  am  sorry  that  I  wasted  it.  It  could  be 

that  when  the  Board  comes  to  an  appreciation  of  this  inform¬ 
ation  it  may  not  have  been  wasted. 

THE  CHAIRMAN:  I  know  the  rest  of  it  was.  There  is  nn 

use  badgering  the  witness  and  that  is  what  you  are  doing. 
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MR.  FENERTY":  Would  you  prefer  me  to  adjourn  this  to 
some  time  when  you  feel  I  might  take  it  the  way  you  feel  I 
should  ? 


THE  CHAIRMAN : 
MR.  FENERTY: 
whole  thing. 
THE  CHAIRMAN: 


I  'won’  t  adj  ourn  it . 

* 

My  cross-examination.  I  did  not  mean  the 


No. 


MR.  FENERTY:  Because  I  may  say  that  I  have  spent  a  good 

4 

deal  of  time  mapping  out  what  this  cross-examination  should  be 
and  I  may  be  wrong  but  that  is  my  opinion  that  this  is  what 
it  should  be  and  I  am  not  prepared  to  discuss  competitive 
fuels  only  on  the  most  favourable  ones  and  I  won’t  do  it.  I 
may  as  well  be  plain. 

THE  CHAIRMAN:  He  has  told  you  he  has  only  considered 

three  types  of  fuel. 

MR.  FENERTY:  Yes,  I  have  asked  him  that.  Then  I  asked 

about  Canmore  coal  and  the  Board  said  is  it  available  and  I 
said  yes.  I  will  give  you  the  evidence  that  it  is  available 
and  Mr.  Chambers  objected  and  said  that  I  should  call  the 
Western  Canada  Coal  Operators  and  I  say  we  did  not  call  them 
to  prove  these  other  features. 

THE  CHAIRMAN:  Quite  properly  and  I  say  you  did  not 

object  when  the  witness  gave  that  evidence, 

MR.  FENERTY:  You  think  it  is  a  case  of  objecting  ? 

THE  CHAIRMAN:  I  say  you  did  not  object  when  the  witness 

gave  the  evidence.  Will  you  please  go  on  with  your  cross- 
examination  . 


MR.  FENERTY:  Before  I  go  on,  do  I  understand  from  now 

on,  it  is  a  case  of  everything  that  anybody  says  must  be 
proved  by  original  evidence  and  nothing  we  get  from  anybody 
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Q 

A 

Q 


A 


Q, 


A 


Q, 


else  goes.  We  will  have  some  inquiry.  You  are  now  telling 

« 

me  I  did  not  object  to  this* 

4 

THE  CHAIRMAN:  I  have  asked  you  to  go  on  with  your  cross- 

examination.  Will  you  please  do  it  ? 

MR.  FENERTY:  I  am  not  sure. 

THE  CHAIRMAN:  Please  yourself.  If  you  are  through  I  am 

satisfied. 

MR.  FENERTY:  I  am  going  to  ask  the  Board  and  the  Board 

can  tell  me  if  they  refuse  to  answer,  the  basis  on  which  this 

inquiry  is  going. 

THE  CHAIRMAN:  Now  Mr.  Fenerty  I  am  not  going  to  discuss 

* 

it  with  you*  Will  you  please  go  on  with  your  cross-examination, 

* 

MR*  FENERTY:  I  understand  that  you  will  let  me  -  if  you 

will  let  me  conduct  it  the  way  I  mapped  it  out  I  will  go  on. 

If  not  I  will  sit  down. 

THE  CHAIRMAN:  Then  please  yourself  Mr.  Fenerty. 

MR.  FENERTY:  Then  I  will  go  on. 

Why  did  you  not  consider  Canmore  stoker  and  Lethbridge  coal 
Mr.  Zinder  ? 

It  was  based  upon  my  opinion  that  they  were  not  available  in 
this  market  in  this  area. 

Well  let  me  see.  We  have  hearsay  evidence  again.  I  wonder 
how  I  am  going  to  deal  with  it.  You  say  Lethbridge  was  not 
available  in  this  province.  Lid  you  have  that  information  ? 

i  • 

My  information  was  that  -  let  me  put  it  this  way  Mr.  Fenerty  - 
either  not  available  or  not  commonly  used. 

And  consequently  I  take  it  you  did  not  make  any  analysis  how 
those  coals  would  affect  the  picture  if  they  were  available  ? 
That  is  right. 

Now  for  instance  if  Canmore  stoker  coal  with  14,670  B.T.U.  were 
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Q, 


A 

Q, 

A 

Q, 

A 

Q, 


A 

Q, 

A 


available  at  $4.22  a  ton  with  freight  rate  of  $1.50  Canmore 
to  Calgary,  might  that  make  a  very  substantial  change  in  the 
picture  ? 

What  change  it  would  make  I  do  not  know  until  I  have  figured 
it  out. 

Pardon  me  14,000,  I  gave  you  the  briquette  E.T.tT.  It  should 
be  14,000.  I  do  not  want  you  to  work  it  all  out.  Might  that 
change  the  picture  very  considerably  ? 

It  might.  I  do  not  know  whether  it  would  or  not  until  I  have 
figured  it  out. 

» 

I  see.  Now  you  were  speaking  of  this  semi-anthracit e ,  the 
Highwood  area,  you  said  you  had  no  data  on  that  ? 

That  is  right. 

t 

Is  there  no  data  on  the  analysis  of  that  coal,  moisture  con¬ 
tent  and  P.T.V,  and  so  on  ? 

I  have  not  seen  any. 

Do  you  know  whether  it  is  available  or  not.  Did  you  say  there 
was  none  available  or  you  had  just  not  seen  it  ? 

As  far  as  I  know  it  is  not  available  Mr.  Fenerty. 

THE  CHAIRMAN:  You  mean  the  coal  or  the  figures  ? 

The  figures.  I  hove  not  seen  any  and  enquiries  have  been  made. 
That  is  right,  I  have  not  been  able  to  find  any, 

MR.  HARVIE:  Mr.  Fenerty,  would  you  mind  giving  me  the 

cost  of  that  coal  at  Canmore,  you  read  the  figure, 

THE  CHAIRMAN :  It  was  objected  to  and  the  objection  was 

good. 

MR.  FENERTY:  What  is  that  ? 

THE  CHAIRMAN:  That  was  objected  to  going  on  the  record 

and  I  think  the  objection  was  a  good  objection. 


MR.  HARVIE: 


No  one  objected  to  that  when  he  asked  the 
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witness . 

MR.  STEER:  He  asked  the  witness  to  assume  the  price. 

MR.  FENERTY:  I  want  to  spread  something  on  the  record 

now  so  that  I  won’t  be  subjected  to  censure  in  the  future.  If 
I  am  going  to  be  treated  this  way  about  evidence  from  other 
people  then  lam  objecting  to  anyone  here  putting  on  the  record 
any  facts  obtained  from  someone  else  but  only  from  someone  who 
knows  the  facts  and  the  business.  Everybody  has  been  here  nine 

i 

months  and  it  would  be  probably  twenty-three  months  if  we  go 
on  and  there  is  not  a  bit  of  evidence  in  a  report  that  is  not 
founded  on  something  from  someone  else.  This  is  the  first 
time  that  an  objection  has  been  made  that  these  facts  cannot 
be  taken  from  someone  else.  We  have  had  witnesses  preparing 
geological  reports  and  the  reports  were  taken  from  the  records 
of  the  Conservation  Board  and  they  were  taken  from  different 
wells  and  there  is  not  a  driller  or  anybody  else  has  come  here 
to  prove  the  correctness  of  the  logs  or  the  Conservation  Board 
records  and  everybody  has  taken  it  up  until  this  moment  and  if 
this  is  the  position  with  regard  to  statements  then  I  am  going 
to  take  the  same  position  in  the  future. 

MR.  BLANCHARD:  I  do  not  suppose  Mr.  Fenerty  is  trying  to 

prove  the  figures  he  has  used  in  cross-examination. 

MR.  FENERTY:  I  am  being  censured  for  the  course  that  has 

gone  on  for  nine  months  and  so  far  as  I  am  concerned  everything 
is  going  to  be  original. 

THE  CHAIRMAN:  Please  yourself  Mr.  Fenerty. 

MR.  FENERTY:  I  will  endeavour  to,  and  I  am  going  to  give 

warning  to  my  friends  now, 

MR.  CHAMBERS:  We  do  not  need  a  warning,  we  will  try  tc look 

after  ourselves  as  best  we  can  irrespective  of  any  warning. 
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A 


Q, 


Q, 


MR.  FENERTY:  I  am  sure  you  can  look  after  yourself. 

MR.  CHAMBERS:  I  said  we  would  try  to. 

MR.  FENERTY:  But  I  do  not  understand  the  objection  that 

is  now  taken  to  something  that  has  been  going  on  for  nine 
months . 

MR.  CHAMBERS:  I  submit  it  is  not  the  same  objection.  The 

people  who  prepared  the  reports  were  at  least  in  the  box  for 
cross-examination  and  as  I  understand  it  my  learned  friend 
intended  to  put  in  a  letter  from  some  Association  to  prove 
something.  Now  I  say  that  the  man  who  wrote  the  letter  or 
somebody  should  go  in  the  box  so  we  can  test  it. 

MR.  STEER:  And  his  evidence  would  be  hearsay  too. 

MR.  FENERTY:  Just  to  clear  up  that  point  these  coal 

figures  you  have  given  us,  you  got  them  from  someone  else  ? 

Yes  they  were  obtained  by  enquiries  that  were  made  in  the 
city  from  coal  dealers  and  others. 

MR.  STEER:  By  whom  were  the  enquiries  made  ? 

MR.  FENERTY:  I  take  it  the  Board  will  feel  it  is  too 

lata  for  me  to  object  to  anything  in  this  report  going  in  that 
was  obtained  from  anybody  else  ? 

THE  CHAIRMAN:  Will  you  please  go  on  with  your  cross- 

examination,  Mr.  Fenerty  ? 

MR.  FENERTY:  Yes,  I  am  asking  to  be  permitted  to  object 

to  the  entire  report  as  being  figures  obtained  from  someone 
else . 

THE  CHAIRMAN:  All  right,  your  objection  is  not  sustained. 

Now  will  you  go  on  ? 

MR.  FENERTY:  Yes,  I  am  just  asking  it  for  the  record. 

Now  Mr.  Zinder  in  dealing  with  prices  of  coal,  Page  4  you 
say,  "However,  it  is  clear  that  under  normal  conditions  if  a 
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demand  were  to  occur  for  the  smaller  sizes  of  coal,  the 
prices  for  such  sizes  would  increase  because  it  might  be 
necessary  to  crush  the  lump  coal  to  supply  this  demand. Tf 

Now  do  you  know  anything  about  that 

yourself  ? 

A  That  is  based  upon  my  enquiries  and  investigations.  I  find 
it  generally  recognized  that  that  situation  has  occurred  at 
times.  It  depends  upon  the  relative  market  for  the  crushed 
coal  and  the  lump  coal  as  to  which  becomes  treated  as  a  prod¬ 
uct  and  which  a  by-product. 

Q.  Bo  you  know  anything  about  the  particular  problems  involved 
in  the  handling  of  Alberta  coals  ? 

A  I  have  not  made  a  study,  no. 

Q,  Bid  you  make  any  investigation  as  to  one  of  the  great  prob¬ 
lems  with  many  of  these  coals  is  to  get  coal  in  lump  size. 

It  does  not  all  fracture  in  smaller  sizes. 

A  No  I  would  not  think  all  of  it  would  fracture. 

Q,  Bid  you  investigate  whether  or  not  that  is  a  problem  ? 

A  No  I  did  not. 

Q,  Whether  it  is  very  simple  and  very  cheap  to  mine  coal  in  that 
form  if  you  do  not  pay  any  attention  to  getting  out  lump  ? 

A  May  I  have  the  question  again  ? 

Q,  (Read  by  Reporter)  Whether  it  is  very  simple  and  very  cheap 
to  mine  coal  in  that  form  if  you  do  not  pay  any  attention  to 
getting  out  lump  ? 

4 

Q,  What  I  want  to  put  to  you  is  this,  - 

A  Pardon  me,  my  answer  is,  I  hove  not  made  any  investigation 
of  those  factors. 

Q,  Insofar  as  you  are  concerned  it  might  be  possible  if  you  were 
not  trying  to  get  out  lump  coal  in  mining,  just  confining 
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yourself  to  smaller  sizes,  the  coal  might  be  even  cheaper  in 
smaller  size  than  they  are  today.  Did  it  ever  occur  to  you 
that  might  be  so  ? 

A  No,  it  never  has. 

Q,  So  you  really  do  not  know  the  conditions  and  the  qualities  of 
our  coal  which  would  tell  you  whether  the  price  would  decrease 
or  increase  with  the  using  of  certain  size  ? 

A  I  would  say. I  have  not  made  any  investigation  of  the  mining 

of  coal  in  Alberta  and  I  do  not  know  what  their  problems  are. 

I  have  stated  that  if  conditions  such  as  I  indicated  would 

occur  that  is  what  might  happen,  that  is  all. 

Q,  Have  you  heard  or  have  your  enquiries  indicated  that  the  coal 
problems  in  Western  Canada  is  market  and  not  production  ? 

A  I  have  not. 

Q,  Have  you  heard  for  instance  we  have  too  much  coal;  that  we 

do  not  know  what  we  can  do  with  it  in  Western  Canada  available? 

A  I  have  made  no  study  of  it  Mr.  Fenerty. 

Q,  And  in  the  ordinary  course  of  the  law  of  supply  and  demand  if 

that  were  the  situation  here  you  would  expect  it  would  tend  to 
decrease  prices  would  you,  of  cool.  If  you  could  not  get  a 
market  for  your  production  ? 

A  It  depends  upon  whether  the  present  prices  are  already  down  to 
what  I  would  term  the  increment  cost  of  mining. 

Q,  If  you  get  below  the  cost  of  production  you  could  not  keep  on  ? 

A  That  is  right. 

Q,  And  if  above  cost  of  production  it  would  tend  to  decrease 
prices  would  it  ? 

A  Yes. 

Q,  And  the  same  law  should  apply  to  gas  should  it  not  particularly? 

A  Yes. 
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Particularly  if  you  had  no  cost  of  production  ? 

Yes. 

That  is  getting  back  to  the  old  law  of  supply  and  demand  ? 

I  would  think  so  generally,  yes. 

% 

But  your  whole  brief  is  based  upon  the  proposition  that  that 
law  does  not  apply  to  gas  ? 

No  I  would  not  say  so. 

Well  you  know  one  of  our  problems  is  that  in  certain  seasons 
we  have  a  great  excess  of  gas  over  the  demand  for  it.  You 
know  that  don’t  you  ? 

Yes . 

And  I  say  then  should  not  the  same  apply  to  that  as  you  have 
Just  told  me  should  apply  to  coal.  You  have  no  cost  of  pro¬ 
duction  if  it  is  produced  as  an  incident  of  oil  operation  ? 

I  think  in  my  submission  here  before  I  had  some  figures  as  to 
the  cost  of  production  of  gas. 

Now  I  want  to  come  to  this  relevant  efficiency.  My  under¬ 
standing  is  that  you  do  not  know  about  the  relative  effic¬ 
iencies  of  this  gas  we  use  here  and  the  coal  you  use  here. 
You  have  taken  these  figures  from  a  submission  filed  by  the 
Canadian  Western  Company  ? 

Yes. 

And  my  understanding  is  that  those  figures  are  the  figures 
taken  in  the  Benton  &  Spencer  report  which  has  been  withdrawn. 
Do  you  know  that  ? 

I  do  not  recall  what  decisions  were  in  there. 

Perhaps  I  won’t  take  up  too  much  time  but  my  submission  is 
that  those  figures  appear  in  the  Canadian  Western  Report  which 
purports  to  be  an  answer  to  the  Denton  &  Spencer  report  based 
upon  the  same  thing.  Do  you  appreciate  that  might  be  the 
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position? 

A  It  might  be  possible,  I  expect.  I  do  not  know  whether  it  was 
an  answer  to  that  report  or  not.  It  was  a  submission  made  by 
the  Gas  Company. 

Q,  Have  you  any  independent  opinion  as  to  the  relative  efficiency 
of  gas  and  coal  ? 

A  Well  I  have  an  opinion,  Mr.  Fenerty,  based  upon  my  information, 
I  think  that  the  efficiencies  which  were  used  by  the  Gas 

t 

Company  and  seeing  them  here  in  this  report,  I  would  say  gener¬ 
ally  in  line  ever  a  period  of  figures.  I  have  seen  a  lot  of 
figures  as  to  comparative  efficiencies  and  they  seem  to  be 
about  in  line  with  what  I  have  commonly  ran  across. 
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Q,  I  see.  jjow  in  considering  those  efficiencies,  do  you  oonsider 
the  analysis  of  the  gas  wo  use  here? 

A  Y/hat  do  you  mean  by  analysis  of  gas  used  here? 

^  Q,  Well,  as  to  the  moisture  content,  as  to  the  various  other 
elements  making  it  up? 

A  Well  the  efficiencies  used  reflect  the  qualities  of  tho  gas 
and  the  coal  used* 

Q,  Now,  I  want  to  try  and  make  a  few  comparisons  wih  you,  Mr. 

Zinder,  and  I  will  have  to  use  information  that  neither  of 
us  has  personally.  Wo  have  to  get  it  from  somebody  else* 

A  Ycs. 

Q,  Have  you  considered  or  do  you  know  that  there  may  be  approximately 
10)o  moisture  in  this  gas  we  arc  using  hero? 

£  A  I  would  assume  there  is  some  moisture,  yes. 

Q,  And  that  there  might  be  approximately  5 %  hydrogen? 

A  There  might  bo  some  hydrogen  in  the  gas,  yes* 

Q,  When  I  say  10%  moisture  there,  it  would  produce  10%  moisture 
when  burned? 

A  That  is  what  I  am  taking. 

Q,  You  are  taking  that? 

A  Yes,  that  is  what  I  am  talcing. 

Q,  And  there  might  be  perhaps  5%  hydrogen? 

A  Yes . 

§  Q,  And  did  you  know  that  the  percentage  of  moisture  in  these 
coals  we  have  discussed  depending  on  when  the  analysis  was 
taken,  might  be  one- third  or  less  of  the  moisture  which  would 
be  produced  when  burned? 

A  I  made  no  study  of  it  as  to  the  relative  moistures  in  the  gas 
and  the  coal.  I  have  taken  these  efficiencies  as  being  over¬ 
all  comparative  efficiencies  which  reflect  the  differences  in 
the  moisture  content  of  the  two  fuels  and  in  the  burning  of  the 
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Q,  What  I  am  suggesting  is  that  due  to  some  5$  hydrogen  and  10$ 
moisture  produced  wteen  burned,  that  the  maximum  efficiency  of 
gas  under  perfect  conditions  can  be  only  85$,  might  that  be  so, 
or  do  you  know? 

A  I  would  not  know  with  regard  to  this  gas  what  its  maximum 
efficiency  might  be,  no. 

Q,  I  ara  going  to  suggest  to  you  that  we  already  have  in  some 
tests  the  actual  efficiency  of  Alberta  coals  up  to  89$,  or 
4$  in  excess  of  the  theoretical  perfect  efficiency  of  gas. 

Do  you  know  about  that? 

A  Well,  I  can  visualize  a  situation,  Mr*Fenerty,  where  you  would 
got  a  higher  efficiency  for  coal  than  gas.  For  example, 
if  you  took  a  well-designed  power  plant. 

Q,  Oh  yes,  oh  yes. 

A  As  against,  we  will  say,  a  very  old  boiler  and  power  plant. 

The  relative  eff icienc y  might  be  relatively  different. 

Q,  I  am  talking  about  the  maximum  and  the  best  possible  plant  you 
can  get,  the  89$? 

A  Well  I  do  not  know. 

Q,  But  it  might  be,  might  it  not,  and  if  you  made  inquiries  you 
might  ascertain  that  in  the  best  possible  designed  power  plant 
using  coal,  that  you  might  get  an  actual  efficiency  in  excess 

of  the  theoretically  perfect  efficiency  of  the  gas,  that  is 

\ 

what  I  am- trying  to  get? 

A  I  would  assume  that  the  difference  between  85  and  89$  maximum 
efficiency,  might  be  possible  under  certain  conditions. 

Q,  If  the  Board  pleases,  I  want  to  ask  the  witness  a  question  or 
two  with  reference  to  the  report  of  the  Research  Council  of 
Alberta,  and  I  will  wait  until  ny lc-arned  friend,  Mr*  Chambers, 
makes  his  objection. 
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MR.  CHAMBERS:  You  ask  him  a  question  and  I  will 

sgg  if  I  will  object  to  it  or  not. 

HR,  FENERTY :  May  I  examine  Mr.Zinder  on  the  state¬ 

ments  contained  in  this  report,  Mr. Chairman? 

MR.  STEER:  It  purports  to  be  printed  by  the 

KingTs  Printer  and  it  is  admissible  itself* 

MR.  FENERTY :  I  wanted  to  sgg  if  my  learned  friend, 

Mp. Chambers,  wanted  to  object  to  my  using  any  of  the  material. 
MR.  CHAMBERS :  I  will  let  you  know  at  the  time  if  I 

do  or  not  object  to  anything. 

THE  CHAIRMAN:  Well,  all  that  is  quite  unnecessary, 

Mp .Fenerty. 

MR.  FENERTY:  I  am  sorry,  Mr  .Chairman,  and  I  will 

apologize  and  go  on  with  the  matter  from  there. 

Q,  On  page  60,  report  of  the  Research  Council  of  the  Province  of 
Alberta, . 

IJR. BLANCHARD:  What  year  is  that? 

MR.  FENERTY:  1944. 

Q,  TIIt  might  be  noted,  however,  that  the  reports  cited  include 
operating  data  on  some  large  modern  boiler  plants,  and  that 
these  data  show  high  efficiencies  with  both  Alberta  domestic 
and  Alberta  steam  coals.  Efficiencies  as  high  as  80 °/o  are  shown 
with  domestic  coal  (Subbi tuminous  B),  in  a  stoker  fired  furnace, 
and  as  high  as  89%  with  steam  coal  in  a  pulverized  coal  fired 
furnace.”  Now,  assuming  that  that  is  correct,  I  think  we  have 
to  take  it  that  that  is  in  one  of  the  most  efficient  coal  plants 
that  you  can  get,  undoubtedly  that  would  be  the  situation, 

I  understand  that  is  not  normal  efficiency,  that  is  a  very  high 
efficiency. 

A  I  might  call  your  attention,  Mp.Fcnerty,  to  the  fact  that  those 
tests  were  not  made  in  a  single  boiler  plant,  but  in  some  large 
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modern  boiler  plant,  a  nmnber  of  them,  and,  therefore,  the 
comparability  between  those  boiler  plants,  I  would  not  be 
able  to  say. 

But  if  that  be  so,  that  those  efficiencies  have  been  obtained, 
the  point  I  want  to  make  is,  will  you  agree  with  me  that  they, 
have  obtained  actual  efficiencies  in  excess  of  a  theoretically 
possible  efficionoy  of  gas,  that  is  what  I  am  trying  to  got  at? 
Well,  on  your  assumptions,  or  statements,  I  would  say  the 
answer  is  uYosTT.  The  assumptions  being  that  the  theoretical 
possible  maximum  efficiency  of  gas  is  8 5$,  and  that  actual 
coal  efficiency  of  Q9fo  has  boon  obtainod. 

And  in  this  report  that  has  been  withdrawn,  there  is  a  table 
No-  6,  that  is  the  Report,  Messrs .Denton  &  Spencer.  I  would 
like  to  refer  to  this  Table  which  is  in  here.  Have  you  got 
that  report  in  front  of  you,  Mr.  Zinder,  the  Denton  and  Spencer 
Report? 


HR. BLANCHARD :  Five  or  six? 

MR.  FENERTY:  Here  you  are,  Mr*Zinder.  You  will 

see  there  in  the  second  column...... 

MR.  S  TE  YENS  -  GOT  LLE :  Which  is  the  Table  number? 

MR.  CHAM EE RS :  Table  number  5,  or  Table  4? 

MR.  FENERTY:  Did  I  say  6? 


MR.  CHAMBERS :  Yes. 

MR.  FENERTY:  Table  No.  4. 

The  City  of  Edmonton  received  76 fo  clear,  the  City  of  Lethbridge 
78.6,  Saskatoon  Power  Commission  72,  East  Kootenay  Power  QOL/ot 
Moose  Jaw  National  Light  &  Power  81  fo*  Do  you  know  anything 
about  the  coal  used  there? 

No,  I  do  not. 

Would  you  be  surprised  to  find  that  some  of  the  Edmonton  coals, 
some  Drumheller,  and  some  Crow’s  Nest  were  used. Would  you  be 
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surprised  to  find  that  those  ooals  wauld  give  you  those  effic¬ 
iencies? 

A  No  • 

^  Q,  All  right . 

A  On  this  Table,  if  I  might  add,  MrAFenerty,  that  there  is  one  very 
important  factor  as  to  the  off  icicncjo  s ,  in  my  opinion,  with 
regard  to  those  operations,  and  that  is  the  annual  load  factor 
of  that  is  shorn  in  line  24.  Eor  example,  the  Moose  Jaw  plant, 
which  shows  the  highest  efficiency,  has  the  highest  load  factor. 
The  one  with  the,  with  just  about  the  lowest  efficiency  has  the. 
next  to  the  lowest  load  factor,  and  so  there  are  many  factors 
that  enter  into  it. 

Q,  I  am  just  giving  you  those  illustrations  to  show  where  these 
^  coal  efficiencies  can  go? 

A  Ygs  . 

Q,  Now,  Mp.Zinder,  we  have  some  very  substantial  improvements  in  the 
method  of  handling  coal  and  in  burning  it,  haven Tt  we,  in  recent 
years? 

A  You  refer  to  pulverization  of  coal? 

Q,  With  regard  to  stokers  and  in  coking  furnaces,  and  various 
things  of  that  kind? 

A  I  understand  so. 

Q,  And  we  have  had  a  very  appreciable  convenience  in  the  sense  of 

®  burning  coal  in  recent  yoars  as  compared  with  the  burning  of  gas, 

there  has  been  more  room  for  it? 

A  Yes . 

Q,  And  it  has  taken  place? 

A  The  extent  to  which  it  has  taken  place  and  actually  adopted  by 
the  consumers,  I  do  not  know. 

Q,  Now,  have  you  been  informod  that  in  the  City  of  Calgary  amongst 
those  burning  gas  in  households  particularly,  we  have  a  largo 
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number  of  consumers  using  or  converting  to  coal  furnaces? 

I  would  not  be  surprised.  I  have  not  boon  informed  as  to  the 
number  of  such  furnaces. 

For  instance,  I  have  an  old  Gurney  boiler  in  my  house,  with 
gas  appliances  installed? 

Y0s  . 

You  would  not  be  surprised  if-  there  were  a  largo  number? 

That  is  right . 

And  you  would  not  bo  surprised  if  the  efficiency  of  gas  burned 
in  those  boilers,  with  an  installation  devised  for  coal,  would 
be  surprisingly  low,  would  you? 

What  do  you  mean  by  surprisingly  low,  Mr.Fenerty?  I  do  not  know. 
Perhaps  that  is  wrong,  it  is  not  surprisingly  low  to  me. 

Might  it  go  down  to  40  or  50  or  60 °/ol 
It  is  possible. 

Yes.  And  is  it  correct  that  the  efficiency  of  the  ordinary 
gas  range  runs  perhaps  from  40  to  4 5$  ? 

I  do  not  know  that,  I  couldn’t  say  what  the  efficiency  of  the 
gas  range  is. 

Do  you  know  that  at  all? 

I  do  not  know  that  is  a  fact. 

I  see.  Now  I  want  you  to  picture  the  situation,  with  gas 
reserves  declining,  in  other  words,  the  Turner  Valley  situation, 
and  I  want  to  divorce  your  mind  from  any  consideration  of 
gas  reserves  in  other  parts  of  the  Province,  just  that  we  are 
getting  tho  Turner  Valley  gas  here? 

All  right . 

And  tho  reserves  declining? 

Y0s. 


Q,  And  the  threat  or  a  suggestion  of  increased  prices  of  gas,  and 

with  a  largo  number  of  householders  having  coal  furnaces  installed 
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and  using  thorn,  I  suggest  to  you  that  what  wo  must  normally 
Gxpoct  is  a  continuation  by  householders  of  those  furnaces 
because  of  the  poss  ibility  #of  having  to  convert  to  coal  again 
in  the  future,  that  is  right  isn’t  it? 

A  I  do  not  think  I  have  got  your  question,  Mr.Fencrty.  Would 
you  read  it  to  me? 

BY  THE  REPORTER  READING-:  And  the  threat  or  a  suggestion 

of  increased  prices  of  gas,  and  with  a  large  number  of  house¬ 
holders  having  coal  furnaces  installed  and  using  them,  I  suggest 
to  you  that  what  we  must  normally  oxpoct  is  a  continuation  by 
householders  of  thoso  furnaces  because  of  the  possibility  of  hav¬ 
ing  to  convert  to  coal  again  in  the  future,  that  is  right, 

isnTt  it? 

A  That  is  possible. 

Q,  That  is  possible,  yes.  On  the  other  hand,  those  householders 
have  been  educated  to  a  nice  form  of  fuel  to  handle,  gas,  they 

have  been  using  it  for  years,  you  know  that? 

A  YGs,  but  I  must  have  misunderstood  your  first  question. 

Q,  But  I  thought  that  you  answered  it? 

A  I  did. 

Q,  Thoro  was  something  you  wanted  to  add  to  it? 

A  Ycs .  I  understood  your  first  question  to  be,  Ivir.Fenerty,  that 
if  the  householder  now  is  in  Calgary  aid  is  burning  coal, 
that  if  he  sees  a  possible  throat  of  an  increased  price  in  gas, 

that  ho  is  likely  to  continue  his  coal  or  might  do  so. 

Q,  Well,  he  burns  gas  and  will  continue  to  use  his  old  coal 
furnace,  that  is  what  I  me- an. 

* 

A  Oh. 

Q,  You  see,  because  he  might  have  to  go  to  coal  as  the  price 
might  get  prohibitive? 

A  All  right. 
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Now  you.  will  agree  with  me  that  that  might  be  a  possibility? 
That  is  right . 

Now  I  say  that  the  same  householder  has  enjoyed  all  the 
advantages  of  easy  handling  of  gas? 

That  is  right • 

And  if  he  docs  consider  going  back  to  coal,  it  is  reasonable 
to  suppose,  is  it  not,  that  in  the  use  of  that  coal  furnace 
he  will  put  in  the  latest  appliances  for  handling  coal 
to  make  it  as  nearly  as  possible  as  easy  to  handle  as  gas; 
that  would  bo  his  normal  trend,  trying  to  get  all  the 
comfort  and  convenience  he  could  get  from  coal,  wouldnH 
ho? 

If  he  had  the  money  to  spend  for  those  conveniences* 

Yes,  so  that  now  I  suggest  to  you  under  the  conditions 
we  have  in  Calgary,  as  to  whether  householders  would  change 
from  gas  to  coal,  wo  should  really  compare  the  present 
inefficient  gas  outfit  he  is  operating  with,  I  do  not 
moan  all  of  them,  but  some  of  then,  with  the  latest  coal¬ 
burning  devices  that  he  could  apply  to  that  furnace,  is 
that  not  a  fair  comparison? 

No. 

Why  not? 


(G-0  to  page  4978) 
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A  The  householder  now  burning  gas  thinking  in  terras  of  converting 
to  coal? 

Q,  Y0s? 

^  A  If  he  is  also  thinking  in  terms  of  putting  in  the  latest  typo 
furnace,  with  a  lot  of  appliances,  to  make  that  as  efficient 
as  possible  under-  coal  burning,  there  is  an  investment  and  the 
expenses  and  whatnot  that  ho  has  to  incur. 

Q,  Yes? 

A  And  then  you  would  have  to  make  allowances  for  that  investment 
in  making  your  comparison,  so  that  your  comparison  would  not 
be  as  I  have  made  it,  or  as  you  suggest  rather,  it  would  not 
be  as  you  suggest  but  you  would  have  also  to  take  into 
account  the  large  investment. 

j  Q,  Oj^  absolutely? 

A  For  example,  if  you  wanted  to  put  in  a  thermostat,  and  put  in 

an  automatic  stoker,  and  if  he  wanted  to  put  in  other  equip&ent, 
there  is  an  investment  he  has  to  make  to  do  it. 

Q,  And  you  would  have  to  consider  those  costs  of  investment? 

A  That  is  right . 

Q,  But  I  say,  should  not  your  comparison  bo,  as  between  the 

present  gas  system  he  is  using,  with  the  type  of  system  ho 
would  use  if  he  burned  coal,  including  all  those  expenses  of 
doing  that,  should  not  that  be  the  comparison? 

£  A  Well,  I  think  I  have  said  in  the  submission,  Mr«Fenerty, 

that  if  you  were  taking  a  particular  installation,  you  would 
include  all  the  factors,  you  would  put  in,  or  you  would  go  into 
some  of  these  factors  that  I  have  tried  to  evaluate  hero. 

Q,  I  am  asking  you  now,  I  am  trying  to  got  the  thing  as  quickly 

as  I  can,  should  not  your  fair  comparison,  under  the  conditions 
we  have  in  Calgary  and  the  possibility  of  increasing  prices, 
and  the  ultimate  loss  of  our  Turner  Valley  gas  for  household 
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purposes,  should,  not  the  comparison  be  between  the  present 
efficiency  of  gas  and  the  efficiency  of  coal,  if  he  turns  to 
coal,  and  putting  in  these  appliances,  is  not  that  fair? 

A  My  answer  is  no,  in  my  opinion. 

Q,  Bc.causo  you  have  got  to  consider  the  price  of  what  he  has  to 
put  in? 

A  Yes,  that  is  one  of  the  things. 

Q,  Has  it  anything  to  do  with  whether  the  comparison  should  be 
between  an  inefficient  and  an  efficient  system,  that  is  one 
of  the  things  that  you  consider,  isnTt  it? 

A  I  am  trying  to  arrive  at  it. 

Q,  We  arc  talking  about  efficiency  now,  you  see.  I  know  it  is 
going  to  cost  him  more  to  put  in  an  underfed  stoker  or  an 
iron  fireman,  than  if  he  puts  in  a  couple  of  old  bars  with 
a  shaker.  I  am  not  talking  about  that.  Would  not  that  be  the 
proper  comparison  when  you  make  the  comparison,  as  to  the 
efficiency,  you  have  got  to  discount  it  because  of  turning 
around  and  making  the  change,  but  as  to  the  efficiency, 
isnTt  that  the  proper  comparison? 

A  I  would  say  no*  That  is  my  answer* 


(G-o  to  page  4980.  ) 
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Q  The  situation  about  efficiency  is  that  you  do  not  know  and 

I  do  not  know  and  nobody  else  knows  the  relative  efficiencies 
of  gas  and  coal  in  Calgary  today. 

A  To  my  knowledge,  nobody  has  actually  made  a  test. 

Q,  As  I  said  before,  such  information  we  have,  applied  perhaps 

only  to  large  plants  and  very  efficient  units  is  definitely 
in  favor  of  coal.  The  actual  figures  we  have  in  any  case. 

Is  that  true? 

A  I  have  not  seen  any  figures. 

Q,  Oh  yes  you  have,  you  have  seen  the  89%  and  the  76%  and  the 
80%. 

A  Mr.  Fenerty,  I  believe  that  is  just  for  power  plants. 

Q,  Yes  and  those  are  the  only  ones  we  have. 

A  That  is  power  plant  use  and  that  is  entirely  different  in  my 

i 

opinion  than  ordinary  domestic  and  commercial  use. 

Q,  But  applied  to  power  plants  and  as  far  as  I  know  those  are 
the  only  figures  we  have. 

A  Then  I  have  to  call  your  attention,  Mr.  Fenerty,  to  the  fact 
that  there  is  a  difference  in  load  factor  and  the  operation 
of  these  plants  as  compared  with  some  of  the  other  plants. 

Q  Such  figures  as  we  have,  you  say,  are  power  plant  figures  only. 
But  such  as  we  have,  and  they  are  power  plant  figures  only, 
they  are  certainly  in  favor  of  coal,  are  they  not?  If  you 
will  not  answer  me  or  if  you  do  not  know,  say  so, 

A  I  will  have  to  refer  back  again  to  that  Table. 

0  well  the  figure  of  89%  is  definitely  in  favor  of  coal. 

4 

A  It  is  higher  than  these  figures,  yes. 

^  I  suggest  to  you,  Mr.  Zinder,  based  on  the  conditions  we  have 

here,  with  gas  being  burned  in  coal  furnaces  and  so  on,  you 
have  really  no  reason  to  assume  greater  efficiency  for  gas 
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than  coal  in  Calgary. 

I  would  say  I  have  reason  to  assume  it,  Mr.  Fenerty.  It  has 

been,  according  to  my  observations,  generally  recognized  that 

there  is  some  difference  in  efficiency  and  that  it  favors 

particularly  in  the  domestic  and  commercial  use,  it  favors  gas. 
» 

MR.  FENERTY:  I  want  to  show  my  friends  a  letter  and  I 

want  to  show  it  to  the  Board  because  I  am  proposing  to  ask:  to 
put  it  in. 

MR.  CHAMBERS:  I  am  objecting, 

MR.  HARVIS:  Did  you  soy  you  ore  objecting? 


MR.  CHAMBERS:  Yes. 

THE  CHAIRMAN:  You  object  'to  that,  Mr.  Chambers? 

MR.  CHAMBERS:  As  proof  of  what  is  stated  in  it.  I  have 

no  objection  to  his  discussing  it,  assuming  that  is  so,  but  to 
prove  the  facts  in  there  by  handing  it  in  through  this  witness, 
I  am  objecting  to  that. 


THE  CHAIRMAN :  Your  obj  ction  is  a  good  objection. 

MR.  FENERTY:  Assuming  that  in  a  commercial  block  in  the 

City  of  Calgary  there  is  a  saving,  we  will  say,  of  30%  in 
burning  coal,  Priddis  coal,  with  an  iron  fireman  installation 
as  compared  to  gas,  would  that  prove  anything?  It  would  prove 
something  about  that  building  but  would  it  prove  anything 
generally? 

Not  conclusively  in  any  sense,  Mr.  Fenerty,  because  there 
ore  those  other  factors  I  have  mentioned,  the  storage  of  coal 
and  so  forth  that  would  be  taken  into  account  in  any  study  of 
a  particular  case,  investment  in  coal  and  all  those  factors. 
Would  it  prove,  at  least  in  isolated  instances,  there  was  a 
very  wide  variation  in  efficiency  from  the  figures  you  have 
used  in  your  Report? 
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A  I  would  agree  in  isolated  instances  there  are  wide  variations. I 
think  I  so  stated. 

Q  That  is  the  only  way  you  can  account  for  that  ,  would  be  the 

m 

difference  in  efficiency.  Yes,  the  difference  in  efficiency 
would  it  not  be? 

A  Yes,  in  your  example. 

Q,  And  if  such  a  condition  did  exist,  even  in  an  isolated  instance 
it  would  tend  to  prove  that  we  do  not  know  very  much  about 
efficiency  in  Calgary,  the  relative  efficiencies  of  gas  and 
coal,  would  it  not;  under  any  given  set  of  conditions? 

A  That  is  right. 

Q,  Mr.  Zinder,  I  am  going  to  hand  you  a  statement  containing 

what  we  think  is  an  accurate  statement  of  coal  prices  and  I 

it 

am  going  to  hand  you  a  statement  showing  the  relative  price 
of  gas  and  coal  worked  out  arithmetically  on  the  basis  of 
those  prices  and  certain  efficiencies,  different  efficiencies. 

I  do  not  want  to  ask  you  to  tell  me  anything  about  them  now 
but  would  you  mind  checking  those  over  with  your  own  inform¬ 
ation  and  giving  your  comments  on  them  perhaps  tomorrow,  if 
you  are  here  tomorrow?  I  would  like  to  have  you  do  that  if 
you  would.  I  have  not  got  enough  to  go  all  over. 

MR.  CHAMBERS:  I  take  it  this  is  being  merely  tendered 

for  identification.  You  are  not  proving  the  contents. 

i 

MR.  FENERTY:  No,  I  want  to  see  if  it  is  correct.  If 

it  is  not  correct,  we  will  have  to  get  it  corrected. 

MR.  CHAMBERS :  I  would  like  to  be  clear  on  this.  Is 

my  learned  friend  asking  this  witness  to  go  away  and  establish 
the  accuracy  of  everything  that  is  contained  in  the  statements? 
MR.  FENERTY:  He  has  given  me  a  list  of  prices  and  I 

want  him  to  check  these  to  see  if  our  prices  are  correct. 
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MR.  CHAMBERS:  How  can  he  do  it  any  better  than  anybody 

else.  You  are  not  just  going  to  make  him  a  messenger. 

MR,  FENERTY:  I  am  quite  willing  to  put  Mr.  Davies  on 

the  stand  and  check  these  prices  but  they  are  prices  he  got 
from  somebody  else.  I  do  not  want  to  call  every  operator  in 
Canada  to  prove  these  prices.  I  am  trying  to  get  on  with  the 
thing. 

MR.  CHAMBERS:  I  am  suggesting  that  this  witness  has 

been  brought  here  at  some  expense  from  a  long  distance,  and 
that  you  might  put  the  same  thing  in  through  Mr,  Davies. 
Nobody  suggests  you  are  going  to  be  required  to  bring  every 
operator . 

MR.  FENERTY:  I  produced  a  letter  from  the  Western 

Canada  Coal  Operators’  Association  trying  to  prove  some 
prices  and  the  first  thing  I  was  met  with  some  objection, 

I  do  not  want  to  call  every  mine  man  to  say  what  he  sells 
-his  coal  for. 

THE  CHAIRMAN:  Are  you  going  to  start  that  all  over 

again? 

MR.  FENERTY":  No,  but  I  am  trying  to  get  away  from 

calling  every  operator  to  prove  these  prices, 

Q  You  might  check  them  over  and  see  if  they  are  correct.  I 

am  only  trying  to  get  these  things  before  the  Board  without 
calling  every  operator  ih  the  Valley,  that  is  what  I  am 
trying  to  do. 

MR.  BLANCHARD:  Is  this  information  available  from  the 

Coal  Controller  without  going  to  the  operators? 

MR.  FENERTY:  These  prices  are  the  actual  quotations 

from  the  people  who  sell  coal. 

MR.  BLANCHARD:  I  w  as  wondering  if  we  could  get  this 
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information  from  the  Coal  Controller? 

MR.  FBNERTY :  Now,  Mr.  Zinder,  we  will  try  and  hurry  on 

with  this  part.  Considering  this  whole  question  of  competition 
with  other  fuels,  we  are  all  in  accord,  are  we  not,  that  it 
is  absolutely  necessary,  whatever  else  happens,  to  keep  what 
market  we  have. 

I  do  not  know  that  it  is  absolutely  necessary  but  I  will  go 
along  with  you  and  say  it  is  certainly  desirable. 

I  do  not  want  to  go  over  all  this  business  of  spirals  and 
so  on.  You  realize,  don’t  you,  that  we  have  a  very  substantial 
investment  added  to  the  previous  investment  in  Turner  Valley 
in  connection  with  putting  other  wells  on  the  line  and  re¬ 
pressuring  and  so  forth? 

i 

Yes. 

You  know  something  about  that  set-up? 

Yes. 

In  the  Valley.  I  thought  we  were  in  agreement  that  one 
approach  might  be  to  try  and  enlarge  the  market  by  smaller 
prices.  Do.  you  remember  telling  me  that  before? 

Yes. 

But  that  in  any  event,  we  should  try  and  keep  what  market 
we  have. 

I  say  it  is  desirable. 

Otherwise,  your  cost  per  MCF  spirals  at  once, 

I  do  not  know  what  the  cost  situation  is  of  the  Gas  Company 
system,  Mr.  Fenerty. 

You  will  agree  with  me  it  is  desirable? 

Yes. 

And  it  is  necessary,  if  you  are  not  going  to  have  this 
spiralling  of  the  cost? 


a.  : 


) ' 


,\ 


H*  Zinder. 

Cross-Exam.  by  Mr,  Fenerty. 

-  4985  - 

A  How  necessary  it  is  I  do  not  know. 

Q,  Now  I  want  you  to  consider  the  City  of  Lethbridge  for  a 

moment.  Assuming  for  the  moment  that  the  city  of  Lethbridge 
consumes  some  approximately  800,000  MCF  out  of  12,000,000 
MCF  or  15$,  Ten  million  as  a  matter  of  fact  ,  more  than  15$. 
MR.  CHAMBERS:  Is  this  per  year,  Mr.  Fenerty? 

MR.  FENERTY:  Yes,  per  year. 

Q,  Assuming  that  is  the  consumption  for  domestic  purposes. 

Take  this  figure  of  roughly  16$  of  the  domestic  consumption. 

I  am  not  going  to  ask  you  to  work  out  a  sum  for  me.  It 
would  be  of  importance  to  keep  that,  would  it  not? 

A  It  would  be  what  to  keep  what? 

Q,  It  would  be  of  importance  to  keep  that  market? 

A  Yes,  I  would  think  so. 

Q,  You  know,  I  take  it,  that  there  has  been  some  discussion 
before  this  Board  of  the  possibility  of  a  block  rate  in 
connection  with  distribution.  Not  paying  for  gas  such  as 
you  suggest  but  distribution. 

A  Ido  not  know  of  that  discussion,  Mr.  Fenerty, 

Q,  Assuming  for  the  moment  that  some  principal,  such  as  that, 

came  into  existence,  you  had  Lethbridge  -  as  between  Leth¬ 
bridge  and  Calgary,  you  have  Lethbridge  at  one  end  of  the 
line  and  Calgary  at  the  other,  you  see. 

A  Yes. 

Q  Do  you  know  anything  about  the  coal  situation  in  Lethbridge? 

A  No,  I  have  not  gone  into  it. 

q  I  want  you  to  assume  for  the  moment  that  coal  is  mined  in 

Lethbridge,  adjoining  the  City  and  that  in  comparing  Calgary 
and  Lethbridge,  you  have  Calgary  further  from  the  coal  market 
and  Lethbridge  nearer. 


4 


H. Zinder , 

Cross-Fxam.  by  Mr.  Fenerty. 

-  4986  - 

A  Yes. 

Q,  And  that  you  have  Calgary  nearer  the  gas  market  and  Lethbridge 
further  away. 

A  Yes . 

Q,  So  that  if  that  block  rate  should  be,  the  block  rate  for 
transportation  should  go  into  effect,  comparisons  between 
coal  and  gas,  apart  from  prices,  would  be  much  more  favorable 
to  coal  in  Lethbridge  and  much  more  favourable  to  gas  in 
Calgary,  apart  from  prices. 

A  Lot  necessarily,  Mr.  Fenerty. 

Q  No? 

A  No.  It  depends  upon  where  the  block  rate  is  applied.  If 
the  block  rate  is  applied  for  all  sales  to  the  Canadian 
Western,  including  fewer  Lethbridge  sales,  there  would  not  be 
any  differ3nce. 

Q,  Take  a  simple  illustration.  Suppose  we  have  a  unit  rate  as 
we  have  now,  with  the  same  price  of  gas  in  Calgary  os  in 
Lethbridge,  then  apart  from  the  actual  price  you  pay  for  the 
coal,  the  comparison  in  favor  of  coal  should  be  more  favorable 
in  Lethbridge  than  in  Calgary,  if  your  mines  are  there,  should 
it  not? 

A  Assuming  all  other  factors  are  equal  or  offset  each  other, 
that  would  be  the  ease.  By  the  other  factors  I  mean  there 
is  involved  the  cost  of  distribution  in  Lethbridge  as  against 
Calgary,  but  assuming  all  those  other  factors  cancel  out,  yes, 

0,  If  it  so  happens  that  the  comparisons  in  Lethbridge  are  more 
favorable  to  coal  than  they  are  in  Calgary  and  if  it  is  of 
importance  to  keep  the  Lethbridge  market,  should  not  your 
comparative  figures  be  concentrated  on  Lethbridge? 

A  I  do  not  think  so.  If  it  is  important  to  keep  Lethbridge, 
it  is  tremendously  more  important  to  keep  Calgary.  After  all 
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Lethbridge  is  only  16$. 

0 

Have  we  not  got  to  the  stage  that  we  have  to  keep  our  existing 

market?  it  is  not  going  to  do  you  any  good  to  establish  some 

competition  in  Calgary,  if  it  loses  everything  else  on  the 

line . 

A 

Q 

When  the  problem  comes  up  to  making  a  rate,  retail  rate,  it 

might  develop  that  you  would  want  to  make  a  different  rate 

and  the  Board  might  want  to  make  a  different  rate  in  Leth¬ 
bridge  than  in  Calgary.  I  do  not  know. 

You  suggested  a  block  rate  for  the  price  of  gas  at  the  well 

too , 

A 

Yes. 

0 

-/ 

*  A 

I  am  going  to  come  to  that. 

Yes. 

Q 

Eliminating  that,  and  supposing  the  Board  does  not  approve 

of  the  suggestion  of  a  block  rate  at  the  well  head  for  gas, 

depending  on  how  it  is  used,  then  I  say  does  it  not  follow 

that  it  is  imperative  to  keep  all  of  your  market  *■  and  you 

have  got  to  consider  what  will  happen  to  Lethbridge. 

A 

I  cannot  go  along  by  saying  it  is  imperative  to  keep  all  your 

market.  I  say  it  is  certainly  desirable.  It  depends  on  so 

many  othe  r  fa cto  rs . 

Q 

i 

I  do  not  want  to  go  over  that  spiral  again.  We  have  gone 

over  it  ad  nauseum.  I  suggest  to  you  this,  that  this  theory 

of  a  block  rate  for  gas  at  the  well  is  just  designed  to  meet 

that  spiral  proposition  is  it  not? 

A 

It  was  designed  to  recognize  two  factors,  as  I  say,  one  was 

it  was  shown  in  my  Submission  Number  1,  or  I  tried  to  show 

that  the  costs  go  down  as  the  volume  increases.  (2)  We  are 

saying  that  with  regard  to  the  market  there  is  a  decline 

value,  domestic  up  here  and  commercial  and  industrial  and 

K 

« 


. 

c 

:  •  •  •  • 


i 


« 


v  l 


..  '  ' ' '  : 


:  i  *. 


i 


T-2-9 


H.  binder, 

Cross-Exam.  by  Mr.  Fenerty. 


-  4988  - 

if  you  were  designing  a  rate  to  meet  those  two  factors  as 

you  normally  would  do  in  my  opinion  I  would  block  it.  That 

*  Q 

is  my  opinion. 

Just  keep  to  conditions  at  Lethbridge  because-  I  think  this 

is  the  crux  of  this  whole  thing.  I  do  not  want  to  go  over 

all  that  we  went  over  before.  Have  we  not  agreed  that  you 

have  to  try  and  keep  your  existing  market  unless  you  get 

something  to  replace  it,  otherwise  the  cost  per  MCF  is 

to  go  up? 

A 

Hell  your  cost  per  MCF  might  go  up  but  that  does  not 

necessarily  say  what  will  happen  to  the  profits. 

Q 

I  understand. 

A 

i  q 

Yes. 

Not  only  will  the  costs  go  up  but  the  expenses  of  handling 

each  MCF  will  go  up  won’t  it? 

A 

That  is  saying  that  the  cost  per  MCF  will  go  up. 

0 

I  do  not  mean  the  cost  to  the  consumer  but  I  mean  the 

actual  cost  .  .  .  . 

A 

Yes . 

To  get  it  and  the  handling  it  and  all  that. 

A 

o 

V«y/ 

That  is  right. 

And  the  more  it  costs  to  handle  it  the  less  value  it  has  at 

J  A 

Q 

the  well.  That  is  right  is  it  not? 

No. 

I  thought  you  deducted  those  services  to  find  out  what  it 

was  worth. 

A 

The  more  it  costs  to  handle  it  the  less  value  it  has  at 

the  well. 

0 

Sure . 

A 

I  am  sorry,  that  is  right.  The  less  remaining  value  it  has. 

s !  *t 
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Q, 

Yes.  Then  it  follows  the  more  you  get  off  the  line,  Lethbridge 

or  any  other  place,  the  less'  value  your  gas  has  has  it  not? 

A 

That  is  right.  If  all  the  intervening  costs . 

>>  Q, 

So  that  if  you  want  to  keep  your  value  of  your  gas,  then  you 

have  to  keep  Lethbridge,  haven* t  you? 

A 

Q 

I  would  say  yes. 

You  would  say  so? 

A 

Yes. 

0 

V* 

Will  you  now  agree  with  me  that  if  any  comparison  is  more 

favorable  to  coal  in  Lethbridge,  that  is  the  key  place  and 

we  should  discuss  Lethbridge? 

A 

No.  You  might  discuss  Lethbridge  and  you  might  do  something 

which  would  completely  upset  Calgary,  which  is  your  major 

ma  rke  t . 

Q, 

I  have  got  you  this  far  haven’t  I,  that  if  cool  is  competitive 

now  in  Lethbridge  and  you  have  got  to  keep  Lethbridge  and  the 

competitive  price  in  Lethbridge  marks  the  upper  ceiling  that 

you  can  go  to,  I  think  that  is  what  you  told  me  before,  in  any 

place,  your  whole  proposition  falls  to  the  ground  does  it  not? 

A 

I  do  not  think  so,  Mr.  Fenerty. 

Q, 

Well  that  is  a  matter  for  argument. 

A 

Yes. 

Q, 

You  cannot  tell  me  anything  about  what  the  result  of  a 

i 

comparison  in  Lethbridge  will  result  in? 

A 

No. 

Q 

You  do  not  know,  for  instance,  whether  or  not  any  actual 

commercial  and  industrial  coal  is  not  only  competitive  but 

it  is  maintaining  and  it  has  maintained  its  position  for 

some  years  against  gas. 

A 

No,  I  do  not  know  the  situation  in  Lethbridge, 
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Q,  If  that  is  so,  there  is  some  indication  that  there  is  a  very 
delicate  balance  between  coal  and  gas  is  there  not? 

A  It  might  be, 

Q,  If  that  is  so  and  you  have  to  keep  Lethbridge,  you  have" to 
think  a  long  time  before  you  disturb  that  balance,  is  that 
not  so? 

A  I  would  think  so. 

Q  And  so  does  it  not  come  again  to  what  I  said,  without  finding 
out  the  situation  in  Lethbridge  you  cannot  tell  whether  or 
not  your  comparison  of  coal  is  of  any  value. 

A  No ,  I  would  say  this,  Mr.  Fenerty,  that  if  that  situation 

as  you  describe  it  is  true  in  Lethbridge  and  I  have  shown  the 
situation  as  I  analyzed  it  for  Calgary,  now  if  that  indicates 
a  change  in  Calgary  then  you  might  want  to  go  and  det amine 
whether  or  not  the  same  change  ought  to  be  made  for  Leth¬ 
bridge  or  not . 

Q  The  thing  I  am  asking  you  to  agree  with  me  on,  as  a  general 
principle,  is  that  under  the  conditions  we  have  now,  I  have 
gone  all  over  them  with  you,  that  your  yardstick  is  the  most 
competitive  point  and  not  the  least  competitive  point?. 

A  No,  I  think  your  yardstick  would  have  to  be,  after  looking 

at  the  overall  picture  and  taking  your  largest  market.  Then 
after  you  determine  how  it  affects  your  largest  market,  you 

v 

can  see  how  it  applies  to  the  smaller  pieces  remaining.  That 
is  the  way  I  would  analyze  it  and  that  is  the  approach  I 
have  taken  here. 

Q  You  see  nothing  in  the  suggestion  I  have  made  that  from 
beginning  to  end,  with  the  market  you  have,  if  you  do  not 
keep  it  all  you  inevitably  have  a  rise  in  cost  of  handling 
an  MCF  and  you  see  nothing  in  that? 
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A  I  am  only  trying  to  say  that  my  approach  to  the  problem  would 
still  be  the  same.  I  would  determine  the  facts  for  Calgary, 
that  is  your  big  market, 

0,  Yes, 

A  And  having  determined  those  and  decided  on  certain  results,  I 
would  see  how  they  applied  to  the  smaller  parts. 

Q  Let  us  follow  it  one  step  further.  If  you  found  that  had  the 
result  of  the  loss  of  the  Lethbfidge  market,  would  you  then 
make  another  increase  in  the  price  per  MCF  applied  to  Calgary 
to  take  it  up? 

A  You  might. 

Q,  You  might? 

A  Yes. 

Q.  If  you  determine  that  the  cost  per  MCF  in  Lethbridge,  in 

comparison  with  coal,  was  substantially  greater  than  it  would 
cost  for  coal,  would  you  make  a  reduction  in  the  price  of 
each  MCF  to  the  Lethbridge  consumer? 

A  I  mi  ght . 

o  To  bring  him  down  to  the  ceiling? 

A  I  might  want  to  do  that. 

Q  So  that  this  theory  of  competitive  fuels  might  result  in  a 

deduction  in  the  cost  of  gas  to  the  man  at  the  end  of  the 
line,  to  whom  it  cost  more  to  deliver  it  and  an  increase  in 
the  price  of  gas  to  Calgary. 

A  Yes,  that  is  entirely  possible,  that  is  under  the  assumptions 
you  have  indicated. 

q  That  might  be  the  logical  result  of  this  comparative  fuel 

0 

theory,  might  it  not? 

A  That  is  right. 

q  Less  to  the  man  in  Lethbridge  and  more  to  the  man  in  Calgary? 
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A  That  is  right. 

Q  Do  you  think  that  is  very  practical? 

A  Yes. 

Q,  You  have  not  lived  in  Alberta. 

THE  CHAIRMAN:  Now  we  will  adjourn  until  2  o» clock. 

(At  this  stage  the  hearing  was  adjourned  until  2  P.M.  ) 
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MR.  MCDONALD:  Mr.  Chairman,  in  view  of  the  information 

obtained  from  the  Gas  Company  over  the  noon  hour  we  have,  Mr. 
Zinder  has  revised  his  figures  on  Pages  11,  12  and  13  of  his 
Exhibit  and  I  have,  I  am  tendering  the  figures  we  obtained  as 
Appendix  4  to  the  Exhibit,  that  is  a  s tatement -  showing  the 
average  prices  of  customers  and  actual  sales  per  customer, 
domestic,  commercial  and  industrial.  I  have  a  limited  number 
of  the  pages  I  referred  to  and  I  will  distribute  these. 

THE  CHAIRMAN:  And  they  will  still  be  a  part  of  Exhibit 

135. 

MR.  MCDONALD:  Yes,  Mr.  Chairman. 

DOCUMENTS  PRODUCED  HERE  MARKED  AS 
PART  OF  EXHIBIT  135. 

H.  ZINDER,  having  been  recalled, 
Examined  by  Mr.  McDonald,  testified  as  follows: 

Q,  MR.  MCDONALD:  If  you  would  ^ust  go  ahead,  Mr.  Zinder 

and  deal  with  this. 

THE  CHAIRMAN:  You  will  have  other  copies  available,  will 

you,  Mr.  McDonald  ? 

MR.  MCDONALD:  Yes,  I  will  have  others  made  if  necessary 

or  the  original  copies  could  just  be  amended,  the  first 
documents . 

THE  CHAIRMAN:  Oh  yes. 

WITNESS:  You  want  me  to  read  these  facts  into  the 

record  ? 

MR.  MCDONALD:  Yes,  and  then  the  change  on  Page  11. 

A  Starting  on  Page  10,  the  second  line  from  the  bottom, 

"The  experience  of  the  Canadian  Western  Company",  it  would 
eliminate  commencing  from  that  point  down  to  the  end  of  the 
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paragraph  at  the  top  of  Page  11,  take  that  out  down  to  the 
end  of  the  paragraph  at  the  top  of  Page  11, 

On  Page  11,  commencing  under  the  head, 
"Domestic  Use",  the  first  several  sentences  would  read 'as 
follows : 

"In  1937’  rather  than  in  1929  T the  average  consumption  per 
domestic  consumer  of  Canadian  Western  was  204  MCF, 1  instead 
of  218.51,  fand  the  rate  for  most  domestic  use  was  33  cents 
per  MCF.  In  1941T ,  instead  of  1944,  ’the  average  domestic 
sales  were  only  184  even  though  the  rate  had  been  decreased 
to  approximately  27  cents,  a  decrease  of  almost  18  per  cent. 
During  this  period  there  was  a  slight  increase  in  the  per 
cent  of  total  domestic  customers  who  were  heating  customers, 
*  from  87.6  per  cent  to  88.2  per  cent." 

No  other  changes  on  Page  11* 

On  Page  12,  under  the  heading,  "Commercial 
Service",  I  will  read  the  first  paragraph  with  the  revised 
figures  in  it: 

"There  has  been  a  material  change  in  this  class  of  cus¬ 
tomer  over  the  past  15  -years.-  In  1940  Canadian  Western 
had  3,213  commercial  customers,  who  used  an  average  of 
738  MCF.  By  1943  the  number  increased  to  3343  and  the 
average  use  per  customer  -increased  to  1156  MCF’,  that 
9  is" increa sed"  instead  of  "declined". 

’There  was  no  change  in  rate  during  this  period.  By 
1944  the  number  of  commercial  customers  increased  to 
3368  and  the  average  use  increased  to  1,164.28  MCF.  How 
much  of  this  increase  in  average  use  was  due  to  war 
activity  and  how  much  to  the  reduction  in  rates  is  not 
possible  to  determine.  During  this  same  period,  1940 
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to  1944,  the  company  added  only  254  commercial  heating 
customers  or  approximately  8.5  percent  of  the  total 
commercial  customers  already  served  in  1939.” 

MR.  MCDONALD:  1940  ? 

A  In  1940,  I  am  sorry.  No  other  changes  on  that  page. 

On  Page  13,  commencing  at  the  second 
paragraph  in  the  middle  of  the  page,  the  revised  figures 
would  read: 

TtIn  1936  Canadian  Western  had  122  customers  which  were 
classed  as  industrial,  whose  average  annual  use  was 
9,836  MCF.  The  rate  for  this  service  was  the  same  rate 
as  for  all  other  service  starting  with  a  top  block  of 
33  cents  per  MCF  and  going  down  to  15  cents  per  MCF  for 
all  uses  in  excess  of  5,000  MCF  per  month.  Under  this 

i 

rate,  by  1938  the  company  reported  137  industrial  con¬ 
sumers,  whose  average  use  was  8,206  MCF.” 

And  no  other  changes. 

Q,  MR.  MCDONALD:  Now  Mr.  Zinder,  this  morning,  or  rather 

Mr.  Chairman,  I  will  put  it  this  way  Mr.  Fenerty  left  with 
Mr.  Zinder  a  statement  with  prices  and  calculations  regarding 
one  thing  and  another,  of  coal  relative  to  the  market,  the 
Calgary  market.  Now  we  are  not  in  a  position,  Mr.  Chairman, 
to  check  that  or  to  deal  with  it.  I  think  it  is  a  matter  of 
direct  evidence  by  someone  being  called  by  the  City  rather 
than  an  attempt  to  cross-examine  or  deal  with  it. 

MR.  FENERTY:  I  will  not  attempt  to  press  him.  I  will 

not  ask  him  anything  more  about  that. 

MR.  McDONALD:  It  involves  making  analyses  of  valuations 

and  we  are  not  sure  of  the  basis  on  which  they  were  put  in. 


MR.  FENERTY: 


I  think  Counsel  can  get  together  and  find 
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oat  what  it  is,  can  get  together  and  decide  on  what  we  can 
put  in,  without  calling  the  original  evidence  in  each  case. 

I  will  try  and  work  it  out  anyhow. 

* 

CROSS-EXAMINATION  BY  MR.  FENERTY;  ContTd. 

Q,  Now  Mr.  Zinder,  just  a  word  or  two  on  this  coal  problem  and 
then  I  want  to  go  to  another  feature  of  this. 

I  spoke  to  you  of  the  possibility  of  coal 
interests  taking  steps  to  get  household  markets,  possible 
competition,  which  will  increase  c;mpstiticn  ? 

A  Yes. 

Q,  I  just  want  to  read  to  you  a  sentence  which  indicates  to  me 
there  is  a  real  possibility  of  this.  This  is  from  the  brief 
of  the  Western  Canada  Bituminous  Coal  Operators  Association 
to  the  Royal  Coal  Commission,  Page  32  of  the  Brief  and  It 
says : 

"The  household  market  presents  a  great  opportunity  for 
modern  merchandising  methods  provided  suitable  equipment 
is  available  for  the  automatic  burning  of  coking  coals". 

He  is  dealing  with  household  matters  now  ? 

A  Yes. 

Q,  MR.  MCDONALD:  Did  you  say  "stoking"  or  "coking"  coals  ? 

MR.  FENERTY:  "Coking  coals". 

Qi  MR.  FENERTY: 

"Coal  must,  to  retain  its  position,  let  alone  improve  it, 
be  offered  in  this  atmosphere  by  utilizing  modern  methods 
and  it  must  be  sold  by  efficient  merchandising  and  adver¬ 
tising." 

I  take  it  you  know  that,  probably  some  of 
the  present  gas  markets  is  also  duo  to  efficient  advertising 
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and  efficient  merchandising,  of  the  Canadian  Western  Natural 
Gas  Company  ? 

A  I  would  assume  so,  Mr.  Fenerty. 

Q,  You  have  seen  some  of  these  statements,  showing  substantial 
sums  of  money  which  may  have  been  devoted  to  those  methods, 
have  you  not  ? 

A  I  do  not  recall  that  I  have. 

a  t 

Q,  But  all  I  am  getting/now  is,  you  can  see  this  position,  that 
there  is  a  disposition  on  the  part  of  the  coal  operators  to 
try  and  improve  their  position  in  the  domestic  market  ? 

A  I  do  not  doubt  that  they  are. 

Q,  Yes,  and  I  would  take  it  that  on  this  basis  of  competitive 

fuels,  that  if  for  any  reason  the  price  of  coal  fluctuates, 
you  would  have  to  adjust  your  gas  prices,  would  you,  to  come 
within  that  top  ceiling  ? 

A  You  would  have  to  adjust  your  gas  prices  provided  that  at  the 
time  they  were  equal. 

q  Yes. 

A  That  is  in  all  respects.  If  you  are  at  a  point  of  equilibrium 
between  coal  and  gas. 

Q,  But  if  they  were  away  down  you  would  not  have  that  market  ? 

A  That  is  right. 

Q,  But  as  to  the  uses  which  are  competitive  now  or  which  might 

become  competitive  later,  with  a  rise  in  the  price  of  gas,  in 
order  to  be  consistent  you  would  have  to  adjust  your  price  on 
that  gas  every  time  coal  prices  fluctuate  ? 

A  I  have  indicated  here  that  is  the  policy  of  some  gas 
companies  with  regard  to  large  industrial  rates. 

0 

Q,  Now  I  want  you  to  turn  to  another  feature  of  your  report.  This 
’’block  rate’’  page  9,  at  the  bottom  of  page  8  and  the  top  of 
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page  9; 

"This  margin  varies  over  the  range  of  uses  of  natural 
gas.  Thus,  both  from  a  cost  and  a  value  approach  to 
the  problem  of  fixing  a  price  of  gas  at  the  well  it 
would  appear  that  a  flat  price  per  MCF  is  inconsistent, 
with  the  facts  and  that  a  block  rate  of  some  form  would 
be  more  nearly  in  harmony  with  the  characteristics  of 
service  and  of  the  market." 

4 

Now  I  want  you  to  tell  me  if  my  under¬ 
standing  of  that  is  correct,  that  what  you  have  in  mind,  is 
a  price  at  the  well  head,  one  price  at  the  well  head  for  gas,' 
we  will  say,  for  that  portion  of  the  gas  which  finds  its  way 
into  the  domestic  market  and  is  consumed  in  houses  and  another 
price  we  will  say  for  the  gas  which  is  consumed  in  the  large 
manufacturing  plant,  is  that  the  "block  method"  ?  ' 

A  I  would  not  go  that  far,  Mr.  Fenerty,  in  exactly  setting  up 
the  rate  exactly  that  way. 

Q,  No,  but  is  that  the  idea  ? 

A  That  is  the  theory. 

Q,  That  is  the  theory,  that  is  the  principle  ? 

A  That  is  the  principle. 

Q,  Now  you  know  of  course,  that  we  have  differential  rates  now 
charged  by  the  Canadian  Western,  do  we  not  ? 

A  I  understand  so, 

Q,  In  other  words  they  get  their  gas  at  so  much  a  thousand  no 

matter  what  it  is  used  for  and  they  get  for  that  gas  different 
amounts  per  MCF  or  per  thousand,  depending  upon  whether  it 
goes  into  the  householder’s  furnace  or  the  Burns  &  Company 
plant  ? 

A  Tha t  is  right. 
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Q,  Yes,  and  by  the  way  is  this  a  new  theory  as  to  the  price  of 
gas  ? 

A  I  would  not  say  so. 

Q,  What  ? 

A  It  is  not. 

Q,  It  is  not  ? 

A  No. 

Q,  It  has  been  applied,  has  it  ? 

A  Yes. 

Q,  I  just  wanted  to  know,  I  did  not  know  about  that. 

A  Yes. 

Q,  Assuming  that  there  has  been  a  disparity  of  that  nature  in 

the'  past  permitted  by  the  Utility  Board,  so  far  as  the  price 
of  gas  is  concerned,  it  would  seem,  would  it  not,  that  the 
difference  in  ra t es permi tt ed  to  the  Gas  Company  is  because  of 
the  difference  in  service  performed  by  the  Gas  Company  in  dis¬ 
tributing  to  householders  as  compared  to  distributing  to  the 
large  industrial  firm  ? 

A  I  assume  that  there  is  a  difference  justifying  a  difference 

in  rates,  yes. 

Q,  You  say  so  ? 

A  Yes  • 

Q,  I  mean  we  are  on  common  ground  and  we  will  agree  that  for  the 
little  bungalow  on  the  North  Hill  it  Is  going  to  cost  more  per 
MCF  to  give  it  gas  than  it  is  to  give  it  to  the  Imperial 
Refinery,  say  ? 

A  Yes . 

Q,  Using  the  extremes  each  way  ? 

A  Yes. 

Q,  And  so  far  as  the  bungalow  on  the  North  Hill  is  concerned,  the 
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gas  at  the  well  head,  has  no  value  without  that  complimentary 
distribution  system  of  the  Canadian  Western  Company  has  it  ? 

A  Yes,  it  would.  I  think  I  have  indicated  that  there  are  other 
factors  indicating  a  value  to  it.  It  has  a  commodity  value. 
There  may  be  other  markets  which  might  give  it  a  value. 

Q,  It  has  no  value  in  any  market  if  it  cannot  get  to  that  market  ? 

A  Oh  yes  that  is  right, 

0,  Yes. 

A  It  has  no  value  in  a  market  that  it  cannot  get. 

Q,  And  it  cannot  get  to  that  market  on  the  North  Hill  without 

the  Canadian  Western  distribution  system,  that  is  right  is  it 
not  ? 

A  Yes. 

Q,  And  do  you  think  that  the  well  owner  is  entitled  to  more  for 
one  particular  MCF  of  gas  because  the  Canadian  Western  has  a 
distribution  system  ? 

A  I  did  not  get  the  first  part  of  your  question,  could  I  get 
that,  would  you  read  the  question  ? 

Q,  I  will  put  it  to  you  in  this  way,  do  you  think  that  the  well 
owner  is  entitled  to  more  for  one,  we  will  say  one  thousand 
cubic  feet  of  gas,  that  he  sells  at  the  well  head  because  the 
Canadian  Western  has  created  a  distribution  system  ? 

A  Well  I  think  my  answer  to  that  will  have  to  be  nyesTT .  The  fact 
is  that  the  value  of  gas  to  that  householder  is  a  certain 
amount.  The  cost  of  getting  it  to  him,  as  I  was  saying  here, 
there  is  a  certain  cost  and  I  am  saying  that  the  remaining 
amount  represents  the  remaining  value  of  the  gas  at  the  well 
head. 

Q,  Now  let  us  take  the  other  end  of  it.  I  thought  you  said  you 
were  arriving  at  your  figures  by  taking  from  some  figure  the 
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cost  of  the  service  to  get  it  to  the  market,  scrubbing  and  all 

those  things,  you  took  them  all,,  does  not  it  follow  that  that 

gas  is  worth  less  if  it  needs. a  lot  more  services  and  expenses 
put  on  it  ? 

THE  CHAIRMAN :  At  the  well  head. 

MR.  FENERTY:  At  the  well  head,  yes,  oh  at  the  well  head. 

WITNESS:  No.  The  question  is  "less  than  what”. 

Here  is  the  problem,  if  I  might  answer  your  question  this  way, 
Mr.  Fenerty.  You  say  that  because  of  the  added  cost  of  getting 
gas  to  the  domestic  householder  it  would  be  worth  less  than  to 
the,  -  I  am  assuming  less  than  something,  I  am  assuming  less 
new  than  to  the  Imperial  Refinery  we  will  say  where  the  cost 
per  unit  is  considerably  less.  Now  the  value  to  the  Imperial 

Refinery  is  considerably  less  too  and  therefore  the  remaining 

♦ 

margin  is  greater  than  the  value  of  the  gas  at  the  well  head 
for  the  domestic  consumer. 

(  G-o  to  Page  5002  } 
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3,  I  am  not  sure  that  you  have  not  run  me  down  now. 

A  May  I  ask  now  less  than  what. 

Q,  This  intrinsic  value  you  have  got  some  theory  that  gas  has 
got  some  intrinsic  value  and  you  proceed  to  seek  its  value  by 
finding  what  expenses  you  have  in  connection  with  it  ? 

A  Let  us  say  its  maximum  value. 

Q,  All  right  I  suggest  to  you  that  gas  that  is  used  in  private 

houses  on  your  theory  is  worth  less  than  well  head  gas  because 
of  the  added  cost  of  handling,  I  am  just  trying  to  look  at 
the  other  angle  of  your  theory.  I  am  not  saying  I  agree  with 
it.  I  am  trying  to  test  yours. 

A  I  think  I  have  tried  to  explain  my  theory.  I  could  repeat  to 
this  extent  and  say  this  that  my  position  is  that  gas  has  a 
value  at  the  wellhead.  One  way  of  trying  to  arrive  at  that 
value  is  determining  a  competitive  level  in  the  market  in  which 
it  is  used  and  deducting  the  intervening  costs. 

Q  And  another  way  of  helping  you  to  determine  its  value  is  to 
find  out  how  much  it  will  cost  you  to  get  it  in  place  ? 
v  A  Yes  I  have  to  find  out  what  it  will  cost  from  the  wellhead  to 
the  market. 

Q,  If  it  will  cost  you  a  whole  lot  more  to  get  to  one  market  than 
to  another  it  has  less  value  in  that  market  ? 

A  No,  not  necessarily  because  it  depends  upon  the  original  value 
to  begin  with,  the  second  market. 

Q,  I  will  leave  it  because  I  cannot  follow  you  and  that  is  because 
I  have  not  devoted  all  my  energies  to  these  ways  of  reasoning. 
We  will  leave  that  though.  If  you  were  to  go  into  this  theory 
of  differential  rates  and  so  on  and  if  you  were  to  carry  it 
out  to  its  logical  conclusion  you  would  find  that  it  costs 
more  to  deliver  gas  to  a  house  in  one  end  of  the  street  than 
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to  a  housa  at  the. other  end  depending  upon  which  way  the 
service  main  ran  ? 

A  That  is  possible, 

Q,  You  would  have  a  longer  service  main  and  it  would  cost  a 
fraction  more  ? 

A  Right,  yes. 

Q,  And  to  complete  and  be  logical  you  would  have  to  carry  out 

t 

this  adjustment  with  every  house  that  had  gas  in  it  to  be 
absolutely  complete  and  logical  ? 

A  To  carry  it  out  to  its  ultimate  refinement,  yes,  but  I  would 
not  say  necessarily  that  is  completely  logical. 

Q,  And  can  I  say  using  the  words  of  our  old  friend  Euclid  it 
would  be  an  absurdity  ? 

A  Following  it  out  to  its  ultimate  would  be  absurd. 

Q,  Let  me  follow  that,  and  in  our  school  days  was  that  the  way 

in  Euclid  we  tested  a  proposition  to  find  out  its  logical 
conclusion  as  an  absurdity.  Do  you  remember  that  by  any 
chance  ? 

A  No,  I  do  not,  but  I  would  sa'y  this  Mr.  Fenerty,  the  theory  of 
differential  prices  I  consider  to  be  sound.  You  have  to  deter 
mine  your  classes  of  service,  getting  them  all  as  nearly  alike 
as  you  can  in  one  class.  Now  no  two  are  identical  or  would  be 
very  rare  that  any  two  are  identical.  If  you  could  determine 
>  the  cost  to  any  two  and  sometimes  you  cannot  do  that.  That 

is  down  to  any  two  specific  customers. 

i  i 

THE  CHAIRMAN:  The  old  story  of  the  street  car  fare 

all  over  again  ? 

A  Yes,  I  would  say  so  Mr.  Chairman. 

Q,  It  costs  approximately  the  same  amount  to  travel  half  a  block 
as  it  does  to  travel  through  the  whole  city.  The  only  logical 
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thing  to  do. 

Q,  MR.  FENERTY:  I  want  to  discuss  with  you  another  con¬ 

sequence  of  this  block  rate.  The  possibilities  we  are  dis¬ 
cussing  here  as  you  know  involve  the  shutting  in  of  the  gas 
c a p •  The  use  of  the  production  from  the  gas  cap  in  times  of 
peak  load,  you  know  that  ? 

A  Yes. 

Q,  The  possible  compensation  of  the  Royalite  in  the  time  for 

some  shutting  in  of  the  gas  cap  and  the  use  of  gas  from  other 
wells  both  Royalite  and  others  during  the  time  of  small  load  ? 

A  Yes. 

Q,  And  I  gather  the  idea  of  your  theory  of  block  rate  is  that 

if  it  should  turn  out  that  the  coal  competition  is  such  that 

you  do  not  dare  to  interfere  wi ;h  the  industrial  rates  or 
large  commercial  rates,  there  is  still  a  place  where  you  can 
interfere  and  that  is  with  the  household  rate.  That  might 
be  the  result  of  it  ? 

A  Yes  it  is  possible. 

Q,  That  is  what  you  have  in  mind  when  you  advance  that  theory. 

A  Mr.  Fenerty,  I  might  say  as  far  as  I  -  I  have  nothing  in 

mind.  I  think  I  said  the  last  time  I  was  here  I  did  not 
take  it  for  example  that  any  increased  price  at  the  well 
means  necessarily  any  increase  in  retail  prices  so  I  have 
nothing  in  my  mind.  I  do  not  know  what  that  situation  is. 

%  But  you  have  got  to  get  it  somewhere.  You  cannot  get  it 

•  4 

from  the  commercial  or  the  industrial  consumers  and  on  com¬ 
petitive  prices  you  can  get  it  from  the  householder.  That 
is  the  only  place  you  can  go  ? 

No  you  have  omitted  as  I  see  it,  Mr.  Fenerty,  if  the  Gas 
Company  can  absorb  it. 
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Q,  That  is  true,  yes,  but  apart  from  the  Gas  Company  abserbing 
it  that  is  where  you  would  head  to  the  householder  ? 

A  Yes. 

Q,  Just  let  me  follow  this  and  if  the  application  of  that  block 
system  did  result  in  an  increase  to  the  householder,  say  for 
instance  for  the  sake  of  illustrating  it,  we  arrived  at  a 

4 

rate  of  one  cent  at  the  wellhead  for  gas  used  by  large  indus¬ 
trial  users  and  arrived  at  three  cents  for  instance  for  gas 
used  in  the  household.  I  am  taking  those  figures  because 
they  are  not  anything  suggested  by  anybody.  It  is  just  to 
have  figures  like  that.  It  is  true  is  it  not  the  reason  we 

t 

have  a  peak  load  is  because  of  the  winter  problem,  our  heat¬ 
ing  problem.  Times  of  perhaps  extreme  cold.  We  have  that 
great  variation. 

A  That  is  right. 

Q  And  that  variation  is  not  anything  like  as  extreme  as  in  the 
case  of  industrial  users  as  it  is  in  the  case  of  householder 
use  or  commercial  blocks  and  so  on,  apartments  ? 

A  I  would  not  think  so. 

Q,  And  then  if  you  apply  this  block  system  and  you  arrive  at  a 
higher  price  for  gas  used  by  householders  and  you  find  that 
the  Royalite  gas  from  the  gas  cap  is  going  to  be  burned  when 
the  householder  is  increasing  his  heating,  burning  more  gas, 
it  follows  that  the  Royalite  is  going  to  get  a  greater  price 
for  its  gas  than  the  other  people  had  whose  gas  was  used  in 
the  summer. 

A  If  the  rates  were  applied  that  way  that  would  be  so.  I  have 
not  suggested  it  should  be  applied  that  way. 

Q,  And  you  would  have  the  Royalite  Company  getting  paid  for  not 
using  its  gas  and  when  using  it  getting  the  three  cent  rate 
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and  the  other  people  not  getting  paid  when  using  gas  because 
they  are  getting  the  one  cent  rate.  Do  you  think  that  is 
practicable  with  the  conditions  we  have  got  ? 

A  I  have  not  followed  through  as  to  the  mechanics  of  what  it 

would  have  to  go  through  in  applying  a  block  rate..  I  visualize 
it  essentially  in  this  way.  The  deliveries  are  made  to  the 

.  t 

Gas  Company  at  a  certain  point.  Actually  I  think  it  is  three 

points.  Now  I  would  in  applying  this  theory  or  this  method, 

I  would  take  the  total  deliveries  to  the  Gas  Company  in  any 

month  and  apply  to  that  for  billing  purposes  a  certain  block 

rate  which  would  give  you  a  certain  revenue  and  then  that 

revenue  would  be  in  turn  distributed  among  the  producers  on 
*  # 

a  basis  of  -  some  basis  -  of  their  contribution  at  that  period 
to  the  total  use.  It  might  be  you  might  do  it  on  a  monthly 
basis  or  you  might  want  to  do  it  on  an  annual  basis.  I  have 
not  gone  through  it. 

.  «  * 

Q,  When  you  were  speaking  about  block  rates  they  were  Just  -  well 
I  say,juat  thinking  out  aloud  -  you  were  talking  of  the  general 
principles  that  might  be  applicable  to  some  set  of  facts  ? 

A  Yes . 

Q.  But  you  made  no  study  of  the  local  conditions  to  see  if  they 

t  4  . 

had  any  application  to  the  facts  I  am  now  presenting  to 
you  ? 

A  No,  I  have  made  no  study  to  see  how  I  would  carry  it 
through  in  practice  in  this  particular  situation. 

Q,  Sc  you  did  not  come  here  today  to  say  that  suggestion  might 

have  any  value  at  all  under  the  conditions  we  have  here  today  ? 
A  I  say  it  is  sound  in  principle  and  might  have  some  value. 

But  you  have  told  us  about  generally  speaking  and  supply  and 
demand  and  all  these  things  are  sound  in  principle  but  not 
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applicable  to  the  special  conditions  we  have  and  you  proceed  to 
get  away  from  that  on  account  of  the  special  conditions  here. 
You  have  done  that  in  your  report  ? 

A  I  started  out  with  the  principle  and  then  apply  it  to  the 

fact  and  sticking  to  that  principle  as  far  as  you  can  you  may 
have  to  do  certain  averaging  and  may  have  to  depart  from  it  a 
bit  but  I  stay  as  close  to  it  as  I  can. 

Gi  If  you  are  going  to  be  logical  and  one  thing  more  in  using 

the  block  system,  you  would  have  to  consider  not  only  the  kind 
of  uses  but  the  place  of  use,  would  you  not.  I  mean  you  would 

4 

have  to  apply  it  to  the  distribution,  the  thing  we  were  talk¬ 
ing  about  this  morning  ? 

A  No,  I  think  as  I  outlined  it  the  way  I  would  have  to  start  to 
apply  it  anyway  would  be  to  take  and  set  up  a  rate  schedule 
having,  let’ us  say,  three  blocks.  Just  as  an  illustration  the 
first  block  of  that  rate  say  might  be  of  some  price,  let  us 
call  it  price  "A” •  I  am  not  going  to  name  any  figure,  and 
the  size  of  that  block  would  be  designed  to  be  roughly  pro¬ 
portioned.  I  say  roughly,  or  have  a  relation  to  the  total 
amount  of  gas  used  or  sold  rather  for  domestic  use,  let  us 
say  domestic  use.  The  second  block  would  be  proportional  in 
size  and  have  a  relation  to  the  total  amount  of  gas  let  us  say 
for  commercial  and  industrial.  The  third  block  would  be  all 
over  the  amount  included  in  the  first  two  blocks.  The  price 
for  each  block  would  be  different  and  going  down.  Now  I  would 
not  make  any  attempt  and  I  do  not  want  to  be  misunderstood  as 
recommending  that  that  block  has  to  vary  each  month  with 
exactly  the  number  of  MCF  sold  for  that  purpose.  That  is  not 
done  in  rate  making.  In  rate  making  frequently  you  have  to 
make  estimates  as  to  approximately  what  the  various  classes  of 
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use  will  take. 

Q,  All  right,  I  am  not  going  to  labour  those  points.  I  think  I 
can  perhaps  deal  with  them  in  argument.  I  am  going  to  ask 
you  on  one  point.  Has  this  discussion  we  hav'e  had  at  least 
indicated  to  you  that  there  are  many  factors  that  you  should 
give  further  consideration  to -before  you  can  say  whether  or 
not  coal  is  competitive  now  with  gas  ? 

A  My  answer,  Mr.  Fenerty,  that  nothing  that  has  come  up  so  far 
leads  me  to  believe  that  I  would  alter  any  of  the  conclusions 
or  statements  I  have  made  in  the  submission. 

Q,  For  instance  if  it  were  possible  to  ascertain  the  relative 

efficiency  and  if  it  should  turn  out  that  coal  was  relatively 

i 

equal  in  efficiency  to  gas  in  these  various  scales  of  oper¬ 
ation,  that  would  change  the  picture  completely  would  it  not  ? 

A  Yes  it  would. 

Q,  And  while  you  have  your  own  opinion  you  just  do  not  know  about 
those  things  ? 

A  I  have  answered  you  just  as  I  believe. 

Q,  And  one  more  thing.  If  you  do  not  know  what  the  result  would 

be  of  these  things,  will  you  agree  with  me  that  there  is  no 
excuse  for  altering  the  existing  balance.  You  have  got  to 
have  a  good  reason  for  it  have  you  not  ? 

A  I  do  not  know  that  we  can  say  or  I  would  say  that  I  have  not 
a  good  idea  of  what  the  result  would  be.  For  example  Mr, 
Fenerty,  I  pointed  out  here  that  at  the  time  the  rate  in 
Calgary  was  33  cents  they  had  approximately  87 ^  heating 
saturation  and  the  heating  saturation  when  the  rate  went 

4 

down  to  25  cents  was  not  materially  different.  Now  the  con¬ 
sumers  in  Calgary,  I  think  the  real  answer  is,  the  consumers 
in  Calgary  are  using  gas  in  a  large  measure  for  heating 
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purposes.  It  is  a  high  degree  of  saturation*  The  proof  of 

t 

the  fact  would  be  that  gas  is  if  anything  more  than  compet¬ 
itive  and  I  think  that  it  is  for  the  ways  I  have  shown  in 
this  submission. 

t 

Q.  We  are  in  agreement  that  you  do  not  know,  you  suspect  some¬ 
thing  about  relative  efficiencies.  That  is  right  is  it  ? 

A  That  is  right. 

Q,  You  suspect  and  a  change  or  a  reversal  in  the  efficiencies 
might  alter  the  entire  picture  might  it  not  ? 

A  Yes. 

Q,  Then  you  are  proposing  to  say  that  an  increase  can  safely 
be  made  based  upon  what  you  suspect  might  be  the  fact.  Is 
that  what  we  are  really  coming  to  in  the  end  ? 

A  Let  me  put  it  this  way,  based  upon  the  facts  as  I  have  put 
them  forth  in  this  submission,  - 
Q,  But  not  exact  knowledge  ? 

A  No,  I  have  not  exact  knowledge  as  to  the  efficiency. 

Q,  And  all  you  can  say  is  if  the  market  is  lost  as  I  have 

suggested  and  can  be  shown  as  lost  in  Lethbridge  and  the 
thing  does  not  work  out. all  you  can  say  is,  I  told  you  I 
did  not  know  those  exact  elements  and  I  am  glad  to  have 
known  you  and  good  day.  Is  that  the  position  ? 

A  I  object  to  you  Mr.  Fenerty  putting  any  words  into  my  mouth. 

Q,  Is  that  not  all  that  would  be  left  for  you  to  say  ? 

A  I  do  not  know  what  I  would  say  if  that  happened. 

THE  CHAIRMAN:  Thanks  Mr,  Zinder.  Have  you  any  arrange¬ 

ments  amongst  yourselves  ? 

MR.  CHAMBERS:  I  might  suggest  that  the  Gas  Company  go 

quarrel 

ahead.  I  have  no  particular/with  this  examination  and  it 
would  depend  upon  to  a  certain  extent  what  the  others  do. 
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THE  CHAIRMAN:  Are  you  ready  Mr.  Steer  ? 

MR.  STEER:  Yes. 

'  CROSS-EXAMINED  BY  MR.  STEER: 

Q,  You  told  us  Mr.  Zinder  that  your  qualifications  were  originally 
electrical  engineering  ? 

A  That  is  right. 

Q,  But  thereafter  you  did  do  some  work  in  the  study  of  public 
utilities  ? 

A  That  is  right. 

Q,  Have  you  had  any  experience  in  coal  mines  ? 

A  I  have  not. 

Q,  Have  you  had  any  experience  in  the  distribution  of  gas  for 
^  fuel  purposes  ? 

A  No  operating  experience,  no. 

Q,  No  operating  experience.  Have  you  made  any  detailed  exam¬ 
ination  of  the  distribution  system  of  the  Canadian  Western 
Company  in  Calgary  or  elsewhere  ? 

A  Not  in  Calgary. 

Q,  I  said  the  distribution  system  of  the  Canadian  Western  Company 
in  Calgary  or  elsewhere  ? 

A  No. 

Q,  Have  you  made  any  study  of  the  conditions  under  which  coal  is 
^  produced  in  this  Province  ? 

A  I  have  not. 

Q,  Have  you  made  any  study  of  the  conditions  under  which  coal  is 
marketed  in- this  Province  ? 

A  Only  to  the  extent  of  the  inquiries  that  were  made  as  to  the 
prices  of  coal  and  the  cost  of  delivery. 
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Q,  You  came  here  to  give  this  report,  and  you  asked  for  certain 
information  from  certain  people,  who,  .up  to  date,  have  not 
been  named,  am  I  right  in  that? 

A  Yes . 

Q,  And  it  is  on  the  information  you  got  from  those  unnamed 

sources  that  you  have  prepared  this  report,  is  that  right? 

A  Well,  with  the  one  exception,  the  one  named  source  is  th6  one 
that  your  company  supplied  to  us. 

Q,  My  learned  friend,  Mr.Fenerty*  pointed  out  to  you  this  morning 
that  those  figures  which  you  say  you  got  from  us  really  came 
from  Mr* Denton Ts  original  report,  have  you  chocked  that? 

A  The  figures  that  I  was  referring  to  a  moment  ago,  that  I  said 
we  received  from  you,  I  was  speaking,  for  example,  of  the 
last  information  received. 

Q,  Oh  yes.  We  have  not  got  any  quarrel  with  that.  Now  then, 
apart  from  those  figures  which  we  have  furnished,  and  that, 
of  course,  from  your  point  of  view,  is  hearsay,  and  you  must 
accept  their  accuracy,  you  have  got  certain  information  from 
unnamed  people  and  upon  that  information  you  have  drawn,  or 
from  that  information  you  have  drawn  certain  conclusions,  am 
I  right? 

A  That  is  right. 

Q,  And  the  only  conclusion  I  think  that  you  have  cxprcsso.d  up  to 
date  is  a  conclusion  that  this  Board,  at  least  that  the  Public 
Utilities  Board,  in  fixing  a  rate  in  Calgary,  should  not  go 
higher  than  33  conts  domestic,  might  go  a  little  higher  than 
33  cents  commercial,  and  wla  t  it  should  pay  with  regard  to 
industrial,  you  do  not  know,  is  that  right? 

A  With  this  possible  exception,  I  think  with  regard  to  industrial, 
I  indicated  it  would  appear  at  some  point  an  increase  could  bo 
made  without  getting  beyond  the  competitive  level. 
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Q,  And  another  point,  you  have  stated  in  your  opinion  that  such 
increase  could  not  be  made,  is  that  right? 

A  Could  not*.....  My  statement  was,  could  not  be  made  without 
facing  the  possibility  of  losing  some  load* 

Q,  Y0s .  Now  those  are  the  only  opinions  that  you  have  expressed, 
is  that  right? 

A  I  would  say  essentially,  as  far  as  the  first  part  of  this 
submission  is  concerned,  yes. 

Q,  Well,  we  will  confine  our  attention  to  the  first  part? 

A  YqS. 

Q,  Now  1  want  you  to  deal  with  that  word  ncssent ially51 .  Have  you 
given  us  any  $t her  information,  have  you  given  us  any  other 
opinion  than  the  one  that  I  have  outlined  to  you? 

A  Well,  in  saying  essentially,  Mr*  Steer,  I  may  have  expressed 

a 

some  opinions  about  otlx  r  matters  of/sccondary  nature,  loading 
to  those  conclusions,  and  as  to  what  I  had  in  mind,  I  would 
have  to  go  through  this  word  for  word  to  decide  whether  any  other 
opinions  entered. 

Q,  Well ,  I  won’t  ask  you  to  do  that*  Essentially,  that  is  what 
y*u  are  hero  for,  is  to  give  that  opinion ? 

A  I  think  so • 

Q,  And  that  opinion  is  based  on  facts  which  you  have  acquired, 
knowledge  that  you  have  acquired  in  the  way  that  I  have  out- 
lined,  is  that  right? 

A  I  think  you  must  add  also  in  there,  Mr*  Steer,  the  fact  that  I 

did,  while  I  did  acquire  the  information  indicated  in  the  manner 
that  you  have  outlined,  I  have  also  had  some  experience,  or  rather 
have  done  some  reading  and  studying  of  figures,  and  information 
with  regard  to  this  general  subject  mat ;er* 

Q,  That  is  your  experience  with  figures,  isn’t  it? 

Yes,  that  is  right. 
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Q,  Your  experience  is  with  paper  work,  whether  it  is  in  this 

aspect  of  the  question  or  in  the  aspect  of  the  question  upon 
which  you  testified  previously,  I  an  suggesting  to  you  that 
your  experience  is  just  that,  paper  work? 

A  Nor  the  past,  let  us  say,  particularly  ten  years  or  so. 

Q,  And  apart  from  that  you  were  engaged  in  the  electrical 
business? 

A  That  is  right. 

Q,  YgS.  Now  I  am  putting  this  to  you,  that  the  soundness  or 

otherwise  of  that  conclusion  that  you  have  expressed,  depends 
entirely  upon  the  accuracy  of  these  figures? 

A  Oh  yes,  I  would  think  so. 

Q,  Yes.  And  if  there  is  any  reason  to  change  those  figures  then 
your  whole  conclusion  disappears? 

A  It  might . 

Q,  Yes .  Now  you  said  that  the  upper  limits  of  the  price  of  gas 
for  domestic  uso,  as  I  figured  from  your  report,  is  56  cents, 
53.6  cents,  I  beg  your  pardon,  page  6,  am  I  correct? 

A  That  is  with  regard  to,  with  regard  to  the  Drumho.llcr 
coal,  with  particular  reference  to  Drumholler  coal,  yos. 

Q,  That  is  the  Drumholler  coal.  Now  if  a  person  is  going  to 
use  coal  in  Calgary,  what  coal  do~s  he  use? 

A  My  information  is  that  at  the  present  time  Drumhcllor  coal 
is  the  coal  that  is  predominantly  used  in  Calgary. 

Or  Ygs,  And  apart  from  that  you  do  not  know.  Somebody  told  you 
that  you  use  Drumholler  coal? 

A  Yes,  that  is  right.  I  made  an  inquiry. 

Q,  I  think  you  agreed  that  you  would  throw  out  of  the  window  your 
Priddis  ooal  yourself,  because  it  was  not  available  for  the 
city? 

A  That  is  right. 
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Q,  You  did  that? 

A  Ye  s  • 

Q,  Did  you  ever  hear  of  people  using  bituminous  steam  coal  for  the 
domestic  load,  that  is  required  in  cities  like  Calgary, Edmonton 
and  Lethbridge,  did  you  ever  hoar  of  that? 

A  What  kind  of  coal?  You  say  .bituminous  steam  coal? 

Q,  Bituminous  steam  coal? 

A  No,  I  have  not. 

Q,  All  right.  On  the  basis  of  using  Drumheller  coal,  you  say 

that  the  people  in  Calgary  might  bo  asked  to  .  pay  53.6  cents 
per  MCE  for  gas,  is  that  right? 

A  That  is  right. 

Q,  Why  did  you  put  a  limit  of  33  cents  on  it,  when  you  were  ooming 
to  your  conclusion  as  you  expressed  it  this  morning? 

A  We  11 »  I  might  say  that  I  did  that  from  a  superabundance  of 
caution,  plus  one  other  point. 

Q,  Ycs? 

A  And  that  is  this,  taking  tho  figures  of  the  G-as  Company,  possibly 
I  felt  that  knowing,  or  having  knowledge  that  there  was  still  a 
very  high  degree  of  saturation  of  heating  customers  with  33 
cents,  that  I  felt  satisfied  that  it  could  certainly  go  up  at 
loast  to  that  point. 

Q,  I  see? 

A  I  did  not  say  that  it  could  not  go  higher. 

Q,  So  that  you  cut  down  20  cents  an  MCE  out  of  a  superabundance  of 
caution,  is  that  right,  first  of  all? 

A  I  think  you  might  call  it  that. 

Q,  Yes.  So  that  you  are  going  to  use  20  cents  out  of  53.6  to  measure 

the  amount  of  caution  which  you  should  apply  in  determining 
these  rates? 

A  That  is  right. 
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Q,  Why  weren’t  you  so  cautious  when  you  came  to  the  commercial 
and  light  industrial,  because  your  report  shows  35  conts  as 
the  comparative  cost  of  Drumhollor  coal,  and  yet  you  say  to 
this  Board,  that  for  this  commercial  and  light  industrial,  it 
should  equal  33  or  34  conts.  Now  why  the  lack  of  caution 
there? 

A  Well,  I  did  not  approach  it,  I%*Stoor,  on  a  basis  of  deducting 
a  amount  which  might  bo  callod  the  maximum  figure  shown 

by  those  throe  types  of  coal.  Again  I  would  say  that  I  was 
influenced  by  the  fact  that  33  cents  was  an  actual  rate  in 
effect  in  Calgary,  and  at  that  rate  the  Gas  Company  did  enjoy 
a  vory  high  saturarion  of  heating  customers. 

Q,  Your  theory  is  this,  53.6  cents  is  the  competitive  price,  of 
gas  with  respect  to  Drumhcllor  coal,  and  you  say  that  if  the 
market  is  fully  saturated,  that  you  can  got  prices  right 
up  approaching  that  53.6  conts,  before  you  interfere  with 
consumption,  isnTt  that  your  theory? 

A  That  is  correct,  on  the  average. 

Q,  Nov;,  you  have  got  53.6  conts,  on  your  figures  as  the  competitive 
price  for  gas  relative  to  Drumhcllor  coal,  on  what  you  would 
call  a  fully  saturated  market , haven Tt  you? 

A  Well.  53  cents . . 

Q,  Haven’t  you  got  a  fully  saturated  market? 

A  In  Calgary  now? 

U  Y0s? 

A  My  information  is  that  you  do. 

0,  Yes.  And  over  this  system  havn’t  you  got  a  very  largely  satur¬ 
ated  market,  do  you  know? 

A  I  am  not  familiar  with  regard  to  .Lethbridge  and  some  of  tho 
other  communities . 

Q,  All  right.  Wo  will  deal  with  Calgary.  You  have  got  a  fully 


•  J . 

-l  -  '  ^ 


a 


r.- 


■ j 


A. 


r ... 


/ 


H-3-6 

H.Zindcr, 

Cross -Exam. by  Mv  •  Steer.  .  __ 

-  5016  - 

saturated  market  in  Calgary,  and  you  have  got  53,6  cents  as  the 
price  competitive  with  Drumheller  coal,  and  yet  you  say  out  of 
a  superabundance  of  caution,  33  cents.  Now  why  didn’t  you  go 
all  the  way  and  say  that  the  people  of  Calgary  could  be 
charged  50  cents? 

A  I  have  stated  here  -  I  might  add,  .Steer,  that  I  recognize 
that  we  are  dealing  with  averages.  Now,  that  53.6  cents  is 
based  upon  a  calculation  of  55$>  efficiency  for  domestic  and 
75  for.....  that  is  for  coal,  and  75^  for  gas.  Now,  I  do 
believe  that  those  efficiencies  make  a  valid  comparison,  but 
it  must  bo  recognised  that  there  might  be  an  occasional  instal¬ 
lation  in  which  the  coal  efficiency  may  leave  60^o,  as  well  as 
an  occasional  installation  where  the  coal  efficiency  would 
bo  40 fo.  Now  if  you  are  going  to  maintain  the  entire  market 

you  would  have  to  take  the  highest  efficiency  of  any  user  in 
Calgary.  I  am  not  saying  it  is  necessary  to  maintain  the  entire 
market . 

Q,  Well,  it  is  a  strange  thing  to  me,  and  if  you  have  got  any 

explanation  of  it  I  would  like  to  have  it,  as  to.  why  you 

deduct  SO  cents  in  the  case  of  the  domestic,  and  you  say  to 
the  Board  to  put  the  commercial  or  light  industrial  at  S  cents, 
below,  or  even  1  cent  below.  Now  if  you  have  got  any  further 
explanation  that  you  have  got  to  give  on  that  I  would  like  to 
have  it. 

A  Well,  first  of  all,  I  have  not  said  to  the  Board  that  they 

should  put  the  gas  price  at  aay  point  in  the  City  of  Calgary. 

I  would  like  to  make  that  clear. 

Q,  And  before  you  ever  did  tell  the  Board  what  your  opinion  of 
the  price  was,  you  want  to  make  a  lot  more  study  of  this 
situation  than  you  have  made  up'  to  date,  isnTt  that  right? 

A  Before  actually  fixing  the  rate  for  the  Gas  Company,  yes. 
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Q,  So  that  now  you  said  that  you  did  not  tell  the  Board  that  they 
ought  to  fix  33  cents  domestic  and  33  or  34  cents  industrial, 
light  industrial,  and  you  are  going  to  say  what  you  did  say. 

I  would  welcome  your  explanation,  Mr,Zinder. 

A  Well,  I  think  in  answer  to  Mr.  McDonald !s  question,  the  best 
I  can  recollect  now,  I  simply  said  that  based  upon  these 
studies, in  my  opinion,  the  price  of  domestic  gas  could  go  as 
high  as  33  cents,  if  not  higher.  I  think  I  added  if  not  higher. 
And  it  would  still  not  risk  losing  any  substantial  portion 
of  the  market. 

Q,  Anything  else?  What  did  you  say  about  the  light  industrial? 

i 

A  I  think  I  made  essentially  the  same  statement. 

Q,  You  made  essentially  the  same  statement? 

A  Y6s  . 

Q,  Nov/,  were  you  influenced  in  that  judgment  because  those  prices 
have  been  charged  previously? 

A  I  think  that  had  an  influence  in  that  judgment,  yes. 

Q,  So  you  went  back  and  you  said,  ,rNow,  they  have  sold  gas  at 
33  cents,  and  they  got  certain  demands  for  it,  and  they  can 
put  it  up  there  again,”  is  that  right? 

A  That  was  a  factor, yes. 

Q,  But  you  have  not  yet  explained  to  me,  -  if  you  have  it  has 

/ 

evaded  me  -  you  have  not  yet  explained  to  me  vh  y  you  use  SO  cents 
margin  of  safety  in  one,  and  a  1  cent  margin  of  safety  in 
the  other-'’ 

A  Well,  I  said,  in  addition  to  the  other  factors,  I  indicated, 

Mr.  3ttor,I  think  I  answered  3  statements.  One  was,  I  would 
simply  caLl  it,  and  I  still  say,  a  superabundance  of  caution. 

Q,  Why  weren’t  you  superabundantly  cautious  when  you  wore  dealing 
with  the  commercial,  the  commercial  ratG  is  more  sensitive 
on  your  statement  than  the  domestic  market? 
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A  I  think  because , Mr .Steer,  I  was  materially  influenced  by  the 

fact  that  that  rate  and  that  prioe  was  once  in  effect,  and  you 
had  the  saturation  indicated. 

Q,  You  did  not  see  any  saturation  *of  industrial  rates,  did  you? 

A  Not  industrial.  I  was  speaking  of  commercial,  and  I  thought 
you  were  speaking  of  commercial. 

i 

Q,  Do  you  see  any  saturation  of  the  light  industrial  and  commercial 
market  in  Calgary? 

A  I  have  not  any  figures  on  saturation  with  regard  to  what  you 
call  the  light  industrial. 

Q,  Or  commercial  either? 

A  Yes,  on  commercial  I  have  the  figures  your  company  has  submitted. 

Q,  Y/e  11,  what  is  the  saturation  of  the  commercial,  what  figures 
are  you  referring  to  now? 

A  I  will  get  them  in  just  a  moment.  I  am  referring  to  Schedule 
No.  1,  in  the  submission,  Mr  .Steer,  par  cent  heating  satura¬ 
tion  as  shown  in  the  column  headed  "Commercial”. 

Q,  Oh  yes? 

A  The  total  heating  customers  and  the  total  commercial  customers 
and  I  have  run  a  percentage. 

Q,  Yes.  Now  then,  there  was  a  remark  you  made  this  morning  to 
this  effect,  if  I  got  it  correctly,  you  said  that  all  you 
have  tried  to  show  is  that  wit  h  gas  at  25  cents  and  the  comparable 
cost  of  coal  at  35  cents,  an  increase  in  the  price  of  gas  to 
30  cents  will  not  disturb  the  market.  Did  I  get  that  answer 
correctly? 

A-  I  do  not  recall  using  those  particular  figures,  Mr.  Steer. 

Q,  Well,  I  made  a  note  of  the  figures.  Did  you  make  any  answer 
like  that? 

Oh,  I  mado  an  answer  of  that  kind  by  way  of  illustration  to 
Mr*  Fonerty,yos. 
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Q, 

A 

Q, 

A 

Cl 

A 


A 

Q . 

A 

Q. 


Q, 

A 


Y0s? 


That  w as  an  i lias tr at ion. 

And  that  docs  represent  your  view? 


Ycs. 


Ycs.  And  those  figures  were  not  intendod  to 
whatever  to  the  facts,  .  were  they? 

No.  I  used  thorn  simply  for  the  purposes  of 
Well,  let  us  assume  for  a  moment,  well,  let 
figures,  you  say  that  foe-  domestic  purposes 
coal,  and  the  relative  efficiency  of  55  and 
am  I  right? 


have  any  relation 

illustration, 
us  take  your  actual 
$8.30  for  Drumhollor 
70 fo  respectively, 


55  and  70,  correct. 

And  you  have  got  an  equivalent  price  for  gas  of  53,6  oents? 


Yos . 


Yos .  Now  I  ask  you,  supposing  the  price  of  Drumhollor  coal  is 
$4.00  a  ton  instead  of  $4.30,  what  effect  is  that  going  to 
have ..... 


m . BLANC  HARD :  $8.30. 

MR.  STEER:  $4.00  a  ton  instead  of  $8.30,  what 

effect  is  that  going  to  have  on  your  53.6  cents? 

It  will  reduce  that  by  just  about  one-half. 


(Go  to  page  5020 .  )  . 
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And  suppose  the  relative  efficiencies  are  just  the  reverse 
and  you  have  got  70%  coal  and  55%  for  gas,  where  do  you  get 
your  prices? 

A  I  would  have  to  figure  that  out,  Mr.  Steer. 

Q,  You  get  it  away  down  below  25  cents  wouldnTt  you? 

A  You  are  starting  down  below  25  cents  to  begin  with. 

Q,  You  start  below  25  cents  because  you  take  the  price  of  coal 

at  §4.00. 

A  That  is  right. 

Q,  What  do  you  mesn  by  "the  efficiency  of  fuel"? 

A  I  mean  the  relationship  of  the  B.T.U.  input  to  the  B.T.U. 
you  might  say  output  of  the  boilers. 

Q,  You  mean  the  percentage  of  B.T.U.  content  that  is  usefully 
employed  and  not  wasted? 

A  I  would  say  so,  yes. 

Q,  That  is  it? 

A  That  is  right. 

Q  And  you  told  us  that  you  have  at  least  read,  although  you 

have  not  investigated,  you  have  at  least  read  about  cases 
where  the  efficiency  of  gas  would  be  40%  ? 

A  Yes. 

And  30%.  Gas,  I  am  talking  about. 

A  I  do  not  recall  that  I  have  read  of  such  low  efficiencies 
for  gas,  Mr.  Steer.  I  have  for  coal.  It  might  be  40%, 

Q  What  do  you  say  to  this  statement,  do  you  agree  with  it  or 
not,  "The  early  American  Gas  Association  requirements  in 
respect  to  domestic  gas  range  top  burners  specified  a  thermal 
efficiency  of  30%."? 

A  You  are  speaking  of  gas  ranges.  I  was  thinking  in  terms  of 
house-heating  installations. 
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0,  Do  you  agree  with  that? 

A  I  would  agree  with  that  for  gas  ranges  or  the  efficiency  of 
them. 

Q,  I  do  not  want  to  take  a  long  time  about  it  but  so  far  as 
house  heating  is  concerned,  you  have  read  about  40$  ? 

A  That  might  be.  I  do  not  recall  it  offhand. 

Q,  Did  you  ever  make  a  test? 

A  No,  I  have  not, 

Q,  Do  you  know  how  to  make  a  test? 

A  I  would  not  say  I  could  without  some  study. 

Q  You  would  have  to  read  quite  a  lot  about  it,  just  the  same  as 
the  rest  of  us? 

A  That  is  right . 

Q  To  test  the  efficiency? 

A  That  is  right.  It  is  not  a  simple  matter. 

Q,  You  never  made  a  test  as  to  the  efficiency  of  coal,  I  presume? 

A  No. 

0,  And  similarly  I  suppose  you  would  have  to  investigate  how  to 
go  about  that. 

A  No ,  I  have  made  no  investigation. 

Q  Have  you  made  any  investigation  of  the  modern  appliances 

that  are  used  for  the  purpose  of  increasing  the  efficiency 
of  coal  as  a  fuel? 

A  I  have  seen  literature  from  time  to  time  in  the  Trade 
publications. 

Q  You  know  that  coal  operators  fere  making  a  determined  effort 
to  improve  that  efficiency? 

A  Oh  ye  s . 

Q  Now  i  am  not  sure  whether  you  agreed  with  my  learned  friend, 
Mr.  Fenerty,  this  morning  when  he  suggested  to  you  that  there 
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was  a  lot  more  scope  for  the  improvement  of  efficiency  with 
respect  to  coal  than  there  was  with  r espect  to  gas. 

A  I  thought  I  agreed  with  him,  Mr.  Steer. 

Q  You  agreed  with  him? 

A  Yes,  sir. 

0.  Now’  it  is  conceivable  having  that  fact  in  mind  that  the 

proposition  that  he  put  to  you  this  morning  is  correct  that 
either  now  or  within  a  short  period  we  are  going  to  have 
furnaces  which  will  give  you  a  higher  efficiency  for  coal 
than  you  can  possibly  get  for  gas. 

A  Well,  I  would  agree  that  it  is  possible  but  what  the  period 
of  time  might  be  I  cannot  say.  But  from  the  reading  that  I 
have  done  and  my  information,  I  do  not  know  that  it  is, so 
to  speak,  around  the  corner  by  quite  a  ways. 

Q  Indeed? 

A  Yes. 

Q  In  spite  of  the  fact  that  my  learned  friend  pointed  out  to 
you  what  the  result  of  the  investigation  by  the  Research 
Council  of  this  province  was? 

A  Yes,  that  is  right. 

Q,  In  spite  of  that? 

A  Yes . 

Q  You  say  that  those  appliances  which  they  used  to  get  those 
efficiencies  are  not  available  on  the  market? 

A  I  did  not  say  they  were  not  available  on  the  market.  I  do 
not  think  I  did. 

Q,  Are  they? 

A  To  what  extent  they  are  I  do  not  know. 

Q  What  were  they? 

A  I  did  say  I  thought ,  Mr.  Steer,  that  when  you  came  to  spend 
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money,  additional  money  over  and  above  -  -  that  is  making  an 
additional  investment  in  order  to  get  the  additional  efficiency, 
that  the  consumer  would  take  that  into  consideration  in  my 
opinion. 

0,  What  were  the  appliances  that  they  used  to  get  these  efficien¬ 
cies? 

A  I  do  not  recall  the  ones  that  Mr.  Fenerty  mentioned  offhand. 

Q,  Do  you  know,  do  you  know  what  they  were? 

A  I  do  not  recall. 

Q,  I  am  not  asking  about  what  Mr.  Fenerty  mentioned.  I  am 
talking  to  you  about  your  knowledge.  What  were  those 
appliances  that  would  give  that  efficiency  for  coal? 

A  Give  what  efficiency? 

Q  89  <f0. 

A  Well  that  particular  case  I  would  not  know.  I  am  assuming 
that  they  had  Feed  water  heaters.  That  they  had  other 
appliances  for  conserving  heat  and  holding  down  the  slack 
temperature  and  reducing  the  waste  through  the  stack. 

Q  What  is  the  cost? 

A  I  do  not  know  what  the  cost  is, 

Q  Now  then,  can  you  imagine  any  better  way  for  encouraging 
the  use  of  these  appliances,  if  they  are  available,  than 
to  increase  the  price  of  gas  for  domestic  purposes  from 
25  cents  to  33  cents? 

A  In  my  opinion,  Mr.  Steer,  such  an  increase  would  still  have 

a  very  small  effect  on'  encouraging  the  use  of  s-uch  appliances, 

Q,  You  would  say  then  that  you  could  increase  the  price  of  gas 
in  your  opinion  in  Calgary  by  one-third  without  encouraging 
domestic  consumers  to  look  around  for  means  of  burning  coal 
as  a  substitute,  is  that  your  statement?  ■ 
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A  That  is  without  encouraging  them  in  a  large  measure,  yes. 

Q  Now  on  page  1  of  this  Report  of  yours  you  talk  about,  in  about 
the  6th  or  7th  line,"  you  talk  about  the  value  of  natural  gas 
at  the  burner  tip  placing  an  upper  limit  on  the  value  of 
natural  gas  at  the  well.  Now  that  value  -  coming  down  to 
cases  -  that  value  of  natural  gas  at  the  burner  tip  for 
domestic  purposes,  you  in  this  Report  place  at  53.6  cents. 

A  Yes.  Based  on  Drumheller  coal. 

Q  That  is  what  you  mean? 

A  Yes.  I  would  like  to  perhaps  make  the  qualification  I  made 
in  the  report, ‘Mr.  Steer,  I  said  there  are  other  advantages 
of  gas  which  I  have  not  evaluated. 

Q  Quite  so.  But  when  you  talk  about,  in  the  2nd  or  3rd  line 
in  the  third  paragraph,  ”if  the  value  of  natural  gas  for 
domestic  house-heating  is  taken  as  an  example,  this  would  • 
give  a  certain  value  at  the  well.”  And  again,  you  take  your 
53.6  cents  and  from  that  you  deduct  all  costs  and  then  you 
get  your  well  head  price. 

A  You  get  the  ceiling,  the  ceiling  price. 

Q  ■  Now  then,  the  cost  of  distribution  from  the  outlet  of  the 
scrubbing  plant  to  the  burner  tip  in  Calgary  appears  to  be 
around  5-J-  cents. 

A  I  do  not  know  it. 

Q,  Well  I  will  tell  you  the  evidence  with  respect  to  that  is 

that  the  price,  the  wholesale  price  to  the  Canadian  Western 
Company  at  the  outlet  of  the  scrubber  is  7§  cents, 

A  Yes. 

Q  And  the  evidence  also  is  that  gas,  residue  gas  that  is 

bought  from  other  people  by  the  supplier  to  Calgary,  is 
paid  for  at  2  cents. 

A  Yes . 
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Q,  so  that  that  would  appear  to  put  e  price-  of  2  cents  a  thousand 
foot  on  the  residue  gas  as  a  commodity  and  5-f-  cents  to  cover 
the  charges . 

A  Yes. 

Q  is  that  right? 

A  Yes . 

Q  Now  if  we  took  those  figures,  you  take  your  53,6  cents  and 
you  deduct  5-f  cants  and  you  get  the  upper  limit  of  the  well 
head  price,  is  that  it? 

A  That  would  be  the  upper  limit,  yes. 

MR.  MCDONALD:  Oh  no, 

MR.  STRIP:  The  witness  says  it  is,  Mr.  McDonald. 

So  perhaps  you  will  have  to  accept  it. 

A  Let  mo  see  if  I  got  your  question  correct. 

Q,  I  think  you  got  the  question  all  right. 

MR.  MCDONALD:  There  must  have  been  some  intermediate 

costs.  Do  you  mean  to  suggest  there  are  no  costs  from  the 
Scrubbing  plant  to  Calgary? 

THE  CHAIRMAN:  You  have  another  181  cents,  Mr.  Steer. 

MR.  MCDONALD:  Certainly.  You  said  5f  cents. 

MR.  STEER:  Well  let  the  witness  clear  it  up. 

o  What  did  you  say,  Mr.  Zinder? 

A  I  say  no,  Mr.  Steer,  you  do  have  to  include  other  costs,  I 
am  sorry. 

Q  Now  you  got  me  into  all  this  trouble.  If  you  had  said  no 
in  the  first  place,  that  would  have  been  all  right. 

A  I  may  have  thought  your  question  meant  something  else. 

(By  the  Reporter  reading):  Q.  Now  if  we  took  these  figures, 
you  take  your  53.6  cents  and  you  deduct  5-J  cents  and  you  get 
the  upper  limit  of  the  well  head  price,  is  that  it? 
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Q  MR,  STEER:  Now  whet  is  tho  answer?. 

A  Tho  answer  is  as  I  stated  in  the  submission,  Mr.  Steer,  that 

I  take  53.6  cents  and  you  h~ve  got  all  your  intervening  costs 
between  the  burner  tip  and  tho  well  head  and  you  deduct  all 
those  costs. 

Q,  All  right.  So  that  if  the  well  heed  price  is  properly  2  cents 
and  the  domestic  rate  is  25  cents,  you  deduct  25  cents. 

A  If  25  cents  represented  the  value  at  the  burner  tip  and  23  cents 
represented  the  intervening  costs,  that  is  what  I  would  do* 

Q,  I  was  going  to  ask  you  the  next  thing  about  this  word  "distri¬ 
bution*1,  that  is  used  down  here  on  the  third  last  line  of  page 
1,  and  ask  you  whether  by  that  you  meant  the  Canadian  Western 
Distribution  costs? 

A  I  did . 

Q  All  of  which  is  fixed  by  the  public  Utilities  Board  as  you 
know . 

A  I  do  not  know  that  the  costs  are  fixed.  I  assume  the  rates 

are  fixed  but  I  do  not  know  about  the  costs  being  fixed. 

/ 

MR.  HARMIE:  We  hope  they  will  be. 

THE  CHAIRMAN:  We  will  take  that  percentage  the  way  we 

take  yours  and  then  at  the  end  of  the  year  see  which  is 

correct. 

MR.  STEER:  Without  the  same  percentage  of  variation, 

I  hope. 

Q,  Of  course  the  fundamental  thing  about  this  whole  Report  of 
yours,  Mr.  Zinder,  is  the  price  of  coal,  is  it  .not? 

A  I  think  it  is  very  fundamental. 

Q,  And  you  know  nothing  about  this  Alberta  market  for  coal, 

do  you? 

A  I  have  made  no  investigation  of  the  general  market. 
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§  Even  if  you  were  a  competent  coal  mining  engineer,  which  3^ou 
are  not,  is  that  right? 

A  That  is  right. 

Q,  You  have  not  made  any  investigation? 

A  I  have  simply  made  an  investigation  with  respect  to  the  prices 
of  coal  in  Calgary. 

Q,  And  that  you  got  from  certain  informants  who  are  not  necessarily 
connected  with  the  coal  business  at  all? 

A  Well  I  would  say  it  was  with  regard . From  coal  dealers 

and  the  Wartime  Prices  Board  and  others. 

Q  Did  you  go  and  see  them? 

A  I  did  not,  personally,  no. 

Q  No,  that  is  what  I  thought.  Would  it  surprise  you  to  know  that 
when  natural  gas  was  introduced  into  Edmonton,  the  price  of  coal 
was  gradually  lowered  from  year  to  year? 

A  Yes . 

0,  That  would  surprise  you? 

A  It  would  surprise  me,  that  is  that  it  was  lowered  and  secondly 
that  gas  had  that  particular  influence  on  it  or  that  was  the 
result  of  gas  being  introduced.  I  do  not  know  that  that  was 
so. 

Q  Would  it  surprise  you  to  know  that  it  kept  on  going  down  for 

some  time  until  it  looked  as  though  it  could  no  longer  compete 
with  gas  and  that  then  it  began  to  go  up. 

A  It  would  be  very  interesting,  yes.  I  do  not  know  the  facts 
with  regard  to  Edmonton,  Mr.  Steer, 

Q  .suppose  that  there  was  an  extensive  advertising  campaign  for 

these  new  facilities  for  burning  coal  and  suppose  co'al  operators 
in  this  Province  who  were  crying  for  markets  -  I  will  ask  you 
to  assume  that  they  are  -  wanted  to  take  advantage  of  that 
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campaign  and  persuade  people  to  introduce  coal  burning 
appliances,  what  effect  do  you  think  that  would  have  on  the 
price  of  coal? 

I  do  not  know  that  it  would  have  ....  In  my  opinion  I  do 
not  know  what  the  effect  might  be.  There  are  so  many  factors 
that  are  involved.  It  depends  on  the  price  of  coal  that  would 
be  called  upon.  It  depends  on  the  mines  in  the  area  and  things 
and  factors  of  that  kind.  It  might  actually  cause  an  increase 
in  price. 

THE  GHAIHSAAN:  It  might  mean  that  other  places  would  be 

subsidizing  the  price  of  coal  in  Calgary? 

I  did  not  get  the  first  part  of  your  question. 

It  might  also  mean  that  other  places  would  be  subsidizing 
coal  in  Calgary? 

That  is  right,  if  it  were  cut-throat  competition  of  that  kind, 
yes, 

MR.  STEER:  Now  I  would  like  to  talk  to  you  for  a 

moment  about  this  block  rate.  If  I  understand  your  proposition 
right  -  you  made  two  or  three  quit 6  interesting  ones  -  I  think 
you  told  my  learned  friend,  Mr.  Eenerty,  that  you  would  study 
the  industrial  rate  and  you  would  decide  whether  or  not  it 
could  stand  lifting.  We  will  say  you  decided  against  that. 

And  then  you  would  study  the  second  rate,  which  is  the 
commercial  and  light  industrial  rate  and  you  would  decide 
whether  that  could  stand  lifting  and  we  will  say  you  decided 
against  that,  because  even  on  your  submission  in  some  cases 
these  rates  are  pretty  closely  competitive. 

I  think  I  did  say,  Mr.  steer,  that  with  regard  to  commercial 
you  could  go  up  to  at  least  33  cents. 

Yes,  what  you  are  going  to  do  is  to  say  to  the  consumer  in 
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Calgary,  the  domestic  consumer  in  Calgary  and  the  second  class 
too,  if  you  like,  you  are  going  to  say  "You  people  should  pay 
more  for  your  gas  and  the  industrial  consumer  cannot  pay  any 
more  for  his  gas.  If  you  make  him  pay  any  more  he  is  going  to 
use  coal  and  you  two  people  have  got  to  pay  more  because  he 
cannot."  That  is  your  proposition,  is  it  not? 


(Go  to  page  5030) 
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I  am  not  recommending  great  increases,  Mr#  Steer#  I  have  only 
I  feel  I  have  addressed  myself  to  the  problem  of  trying  to 
determine  what  is  the  upper  limit  of  value  for  natural  gas  at 
the  well# 

Yes,  and  that  is  all  you  ar  e  here  today  for? 

That  is  what  I  am  trying  to  do. 

To  fix  the  upper  limit  of  value  for  natural  gas  at  the  well 
head? 

That  is  right.  Mow..... 

Now  you  do  not  say  that  that  actual  gas  at  the  well  head  has 
a  greater  value,  depending  upon  whether  it  is  used  in  industry 
or  in  domestic  furnaces, do  you,  or  do  you? 

Ygs. 

You  do? 

Ygs  . 

I  suggest  in  both  industrial  and  in  domestic  use,  its  value 
depends  upon  its  B.T.TJ#  content,  I  am  talking  now  about  its 
inherent  usefulness? 

Yes. 

And  I  suggest  to  you  that  that  usefulness  dc.ponds  upon  its 
?#U#,  what  do  you  say  about  that? 

I  would  say  in  the  terms,  -  its  value  depends  on  its  extra 
B.T.U#,  as  competition  for  alternative  fuels.  Now  the  B.T.U#, 
a  cubic  foot  of  gas  has  a  thousand  B.T.U.,  and  a  pound  of  coal 
being  12,000  or  9,000...... 

I  am  talking  about  a  thousand  feet  of  gas? 

Perhaps  I  misunderstood  you. 

And  I  am  talking  about  the  inherent  usefulness  of  a  thousand 
cubic  foot  of  gas  and  I  s ay  to  you  that  its  inherent  usefulness 
dopends  entirely  upon  its  B.T.U#  content#  You  can  qualify 
that  if  you  like  to  the  extent  of  the  percentage  of  B.T.U# 
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content  which  can  be  usefully  employed  in  the  appliance? 

With  that  qualification,  I  would  say  7TYqSit. 

Yes? 

Y0s. 

Now  is  there  any  reason  why  the  domestic  consumer  should  be 
charged  more  per  B.T.TJ.  than  is  charged  to  the  industrial 
consumer  per  B.T.U. ,  what  reason  is  there  behind  that? 

Well,  take  the  Gas  CompanyTs  own  rate.  The  Gas  CompanyTs  rates 
for  its  domestic  use  are  higher  than  its  rates  for  industrial 
users. 

And  what  reason  would  you  assign  for  that? 

I  would  say  that  the  cost  is  one  factor  and  also  I  would 
think  the  value  of  the  service  that  it  means  to  the  consumer 
would  have  an  effect  on  it. 

So  we  will  have  to  come  to  the  Utilities  Board  and  find  out 
whether  they  consider  the  cost  of  this  distribution  is  a 
controlling  factor  or  whether  they  also  consider  the  question 
as  to  whether  the  domestic  consumer  will  pay  more,  rather  than 
go  to  thG  trouble  of  converting  to  some  other  type  of  heat? 

X  suppose  so. 

That  is  right.  We  cannot  settle  that  question,  can  we? 

I  do  not  see  how  wo  can. 

I  am  suggesting  to  you  as  a  scientific  matter,  that  if  you  aro 
going  to  get  a  scientific  rate,  the  difference  between  the 
industrial  user  and  the  domestic  user  is  the  cost  of  delivering, 
one  to  the  other;  now  what  do  you  say  to  that? 

I  would  say  that  the  cost  might  be  the  predominant  factor, 
explaining  the  difference,  but  it  might  or  might  not  explain 
it  100^  in  any  one  case,  and  whether  costs  would  explain  it 
or  cost  alone  would  justify  the  difference,  in  the  Calgary 
domestic  and  industrial  rates,  I  do  not  know. 
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Q,  Now,  Mr.Zinder,  you  put  in  revised  pages  11  and  12  here, 

and  I  want  to  ask  you  the  question,  when  you  made  these  two 
figures  up  did  you  consider  differences  in  temperature  from 
year  to  year? 

A  I  did  not. 

Q,  To  make  these  figures  accurate,  should  they  not  bo  corrected 
for  temperature,  average  temperatures  throughout  the  year? 

A  To  refine  them  you  would* yes. 

Q,  To  refine  them? 

A  YqS  • 

Q,  I  see,  to  make  them  anywhere  approaching  the  truth,  they  v/ould 

have  to  be  corrected  to  temperature,  what  do  you  say  to  that? 

A  I  do  not  know  that. 

Q,  Would  you  prefer  not  to  answer  that? 

A  Would  I  what? 

Q  Would  you  prefer  not  to  answer  it  because  I  will  not  press 
you  if  you  do  not  want  to  answer  it? 

A  I  would. . 

Q,  I  suggest  to  you,  to  make  that  statement  anywhere  nearly 

scientific,  it  has  got  to  be  corrected  for  temperatures;  you 
will  not  agree  with  me? 

A  No. 

Q,  And  you  are,  -  oh  well,  of  course  you  are  not  a  combustion 
engineer,  arc  you? 

A  Wh at  is  that? 

Q,  You  arc  not  a  combustion  engineer? 

A  No  • 

Q,  Perhaps  that  is  the  reason  you  will  not  agree  with  me? 

A  No,  I  will  say  that  my  reason  is  this,  Mr.  Steer,  -  all  I  am 
trying  to  do  is,  I  think,  or  illustrate,  is  that  there  are 
other  factors  than  price  which  influence  other  users,  which 
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influence  use. 

Q,  Is  it  not  true  that  you  prepared  these  two  pages  of  that 

submission  for  the  purpose  of  showing  that  decreased  rates 
do  not  lead  to  increased  consumption,  did  you  or  did  you  not? 

A  No,  I  would  not  say  I  had  that  purpose  in  mind. 

Q,  I  s  e  e  ? 

A  I  was ....... 

Q,  No v/  then,  if  those  statements  are  to  be  taken  as  indicating  that 

decreased  rates  do  not  lead  to  increased  consumption,  do . you 
follow  me? 

A  I  am  trying . 

Q,  Then  I  say  to  you,  as  a  scientific  man,  that  they  are  misleading 
and  must  be  corrected  to  temperature? 

A  No,  I  disagree  with  you  for  tho  reason  that  I  stated,  I  am 
simply  trying  to  say  or  illustrate..... 

Q,  I  know  that  • 

V 

MR.  MCDONALD:  Just  a  moment,  twioe  the  witness 

has  attempted  to  answer  Mr*  Steer  and  twice  he  has  been  intcr- 
rup ted. 

MR.  STEER:  Yes,  but  I  thought  it  would  save  a 

lot  of  time  if  I  put  my  question. 


( Gro  topago  5034). 
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Q. 

A 
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Q, 

A 

Q, 


MR.  STEER:  However  go  ahead. 

I  have  used  these  figures  to  illustrate  what  I  have  set 
and  believed  to  be  a  principle,  that  there  are  other  factors, 
other  than  the  rate  itself,  the  price  paid,  which  influence 
the  use  of  gas  by  the  consumer. 

Now  temperature  might  be  one. 

Whether  it  is  a  depression  or  a  boom 
year  would  be  another. 

All  sorts  of  factors. 

Now  you  might  correct  the  figures  for 
temperature  but  can  I  correct  them,  -  you  might  say  "Let  us 
correct  the  figures  for  the  business  cycle".  You  might 
correct  it  for  the  business  cycle  and  then  let  us  say,  correct 
it  for  the  standard,  the  value  of  the  dollar  between  the  two 
periods . 

I  might  go  on  and  on.  I  think  it  is  only 
illustrative  in  my  opinion  of  the  fact  that  there  are  other 
factors  other  than  price  which  influence  consumption. 

Mr.  Zinder,  your  answer  is  not  an  answer  at  all  to  what  I 
have  asked.  I  asked  you  whether  those  two  sheets,  with  the 
new  figures  on  them,  were  prepared  for  the  purpose  of  showing 
that  decreases  in  price  do  not  increase,  or  lead  to  an  in¬ 
crease  in  demand,  and  you  say  they  were  not. 

That  is  right. 

You  say  that  is  right  ? 

That  is  right. 

Now  I  say  to  you,  assuming  that  those  sheets  were  read  as  an 
attempt  to  prove  that  decreases  in  price  do  not  lead  to  an 
increase  in  demand,  do  you,  as  a  scientific  man,  say  that  the 
figures  ought  to  be  corrected  for  temperature  ? 


C-4-b 


H.  Zinder, 

Cross.- Exam,  by  Mr.  Stoor. 
Cross-Exam.  by  Mr.  Chambers. 


-  5035  - 

THE  CHAIRMAN:  Well  I  think,  Mr.  Steer,  inf erent ia lly 

from  his  last  answer,  it  is  "yes".  He  said  "you  must  correct 

• 

them  for  other  factors  as  well." 

WITNESS:  Well  I  think  -  - 

/■N 

Qi 

THE  CHAIRMAN:  Is  that  not  right  ? 

A 

That  is  right  in  my  opinion. 

MR.  STEER:  That  is  all,  thank  you. 

« 

THE  CHAIRMAN:  Mr.  Chambers  ? 

CROSS-EXAMINED  BY  MR.  CHAMBERS: 


Q, 

MR.  CHAMBERS:  Mr.  Zinder,  I  am  going  to  show  you  Exhibit 

m 

A 

134,  which  is  the  rate  schedule  history  of  the  Canadian  Western 

Natural  Gas,  Light,  Heat  &  Power  Company  Limited  in  Calgary 

from  1913  down  to  the  present,  and  I  would  ask  you  to  look  at 

the  period  from  October  8th,  1928  to  December  11th,  1939  ? 

Yes. 

Q, 

Now  would  you  just  examine  the  Exhibit  carefully  and  see 

whether  your  understanding  of  it  is  the  same  as  mine,  that 

there  was  just  the  one  rate  in  force  at  that  time  ? 

A 

•k* 

That  is  correct. 

Q 

And  will  you  just,  for  the  purposes  of  the  record,  so  that  we 

• 

will  have  it  for  the  basis  of  our  discussion,  which  I  am  going 

to  have  with  you,  tell  us  what  those  rates  were. 

A 

For  the  period  October  8th,  1928  to  December  11th,  1939,  the 

t 

Canadian  Western  Company  had  a  domestic,  commercial  and  indus¬ 
trial  rate  as  follows:  the  first  150  MCF  33  cents  net. 

I  will  read  the  net  figures  if  that  is 

agreeable  ? 

Q, 

Yes. 

.  I.’ 


! 
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Q, 


A 

Q, 

A 

0, 


m  A 

Q, 


A 

0. 

A 


A 


The  next  150  MCF  thirty  cents;  the  next  500  MCF  twenty-five 
cents;  the  next  1000  MCF  twenty  cents;  the  next  3000  MCF 
seventeen  cents;  over  5000  MCF  fifteen  cents.  Minimum  charge 
one  dollar.  No  grouping  of  accounts. 

Now  you  ore  familiar  with  rate  schedules,  would  you  take  it 
from  that  that  there  was  only  the  one  rate  in  Calgary  at  that 
time  applicable  to  all  customers,  irrespective  of  whether  they 
were  domestic,  commercial  or  industrial  ? 

With  one  possible  exception,  Mr.  Chambers.  I  do  not  know 
whether  special  contracts  in  the  case  of  especially  large 
customers  was  permissible  under  the  rates  other  than  this  one 
or  not  at  the  time  but  I  am  assuming  that  these  applied  to 
practically  all  customers. 

Assuming  that  is  the  whole  story  ? 

Yes . 

Would  that  be  your  interpretation  of  that  rate  ? 

That  is  right. 

Now  I  view  a  copy  of  Appendix  4,  the  one  which  was  filed  since 
noon,  of  Exhibit  135  ? 

Yes  • 

And  as  I  understand  it,  these  rates  which  you  have  read  from 
Exhibit  134  were  the  same  for  each  of  the  years  1934  to  1939, 
which  are  shown  on  your  Appendix  4,  is  that  right  ? 

That  is  right. 

And  while  your  appendix  4  of  Exhibit  135  classes  such  as 
domestic,  commercial  and  industrial,  the  same  rate  applies 
to  all  of  them  ? 

That  is  right. 

According  to  Exhibit  135  ? 

That  is  correct. 

Would  you  turn  to  Exhibit  2,  or  Appendix  2  of  Exhibit  135  ? 
Yes. 
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Q, 

As  I  understand  it  those  figures  were  obtained  from  the  G-as 

Company  ? 

A 

*  a 

That  is  correct. 

And  likewise  the  rates  that  you  have  just  read  to  us  from 

Exhibit  134,  were  in  effect  throughout  all  of  those  years 

1929  to  1939  inclusive  shown  on  Appendix  2,  is  that  right  ? 

A 

That  is  right. 

0. 

Am  I  right  in  this  Mr.  Zinder,  in  order  to  get  the  entire 

sales  of  the  Gas  Company  for  those  years  1929  to  1939  as 

shown  on  Appendix,  if  I  take  the  average  number  of  customers 

and  multiply  it  by  the  average  consumption  would  that  give  me 

the  total  sales  ? 

A 

& 

I  think  it  would.  I  do  not  know  exactly  how  the  averages  in 

each  case  were  derived.  It  might  not  give  it  to  you  exactly 

but  pretty  close. 

Q, 

Approximately  ? 

A 

Yes. 

Q, 

And  the  same  would  apply  I  take  it  to  Appendix  4  of  Exhibit 

135  for  the  years  1934  to  1939,  would  it  not  ? 

A 

Yes. 

Q. 

Am  I  right  in  this  interpretation  of  these  two  Appendices  2 

and  4  that  the  load  of  the  Gas  Company  increased  progress¬ 

§ 

ively  during  those  years.  In  the  one  case  from  1929  to  1939 

and  the  other  1934  to  1939.  Would  you  just  glance  over  it  ? 

A 

I  think  that  is  right.  Let  me  see.  1929  -  1939.  They  seem 

to  be  pretty  close  together.  The  total  consumption  based 

upon  Appendix  2,  they  are  pretty  close  together  for  those 

two  years. 

0- 

I  wonder  if  you  would  give  some  thought  to  that  question  over 

night  because  I  might  want  to  pursue  it  further  with  you 

« 
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Q 


A 


Q, 

A 


tomorrow  ? 

All  right. 

But  in  any  case  as  I  understand  it  those  two  Appendices  2  and 
4  indicate  that  large  quantities  of  gas  were  sold  by  the 
Canadian  Western  to  its  customers,  domestic,  commercial  and 
industrial  at  the  rates  shown  in  Exhibit  134  which  you  have 
read  to  us  ? 

That  is  right.  I  might  state  if  I  can  at  this  point  Mr. 
Chambers,  my  slide  rule  calculation  indicates  an  increased 
total  consumption  based  on  these  figures  for  1939  os  compared 
with  1929. 

I  am  going  to  ask  you  to  assume  that  there  was  a  depression 
here  in  the  early  thirties  as  well  as  other  places,  and,  I  am 
going  to  ask  you  to  assume  that  coal  prices  laid  down  in 
Calgary  during  the  period  1929  to  1939  inclusive  were  less 
than  they  are  now.  Those  two  assumptions  - 
I  see , 

Assuming  those  assumptions  are  true,,  what  would  you,,  as  a  man 
who  has  given  study  to  rates  and  had  to  do  with  these  things, 
indicate  would  happen  if  instead  of  the  rates  now  in  force  in 
Calgary  as  shown  on  Exhibit  134,  were  changed  back  to  those 
that  were  in  effect  in  October  1928  to  December  11th,  1929  ? 
Well  the  only  information  I  have  to  go  on  is  the  detailed 
information  I  show  with  Schedule  No.  1  and  that  starts  with 
1937.  You  ask  me  to  assume  that  the  price  of  coal  is  less 
in  those  earlier  years  than  today,  and  then  ask  me  further 
to  assume  that  the  Company  would  go  back  to  these  rates. 

1939. 

The  percentage  heating  saturation  was  high  at  that  time.  It 
was  around  87  or  better  than  87^. 
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A 
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A 

Q 

A 

Q, 

A 
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Well  that  is  the  point  Mr.  Zinder  and  I  want  to  get  your 
views  of  this  thing.  As  a  layman  this  thought  occurs  to  me 
and  I  want  you  to  give  me  your  reaction.  Then  in  the  period 
from  1929  to  1939  large  amounts  of  gas  were  sold  to  consumers 
by  the  Gas  Company  os  shown  by  those  Appendices  2  and  4  at 
rates  considerably  higher  than  they  are  now  ? 

Yes . 

And  if  that  were  so  at  a  time  when  coal  was  cheaper  than  it  is 
now  it  strikes  me  a s  a  layman  that  if  you  went  back  to  those 
prices  you  would  still  sell  gas  to  those  people  in  comparable 
quantities.  Give  me  your  reaction. 

My  conclusion  is  certainly  that  Mr.  Chambers.  I  stated  in  my 
submission  that  I  thought  the  prices  in  Calgary  could  go  up 
to  at  least  33  cents  which  was  the  top  price  at  that  time 
without  materially  affecting  consumption. 

4 

Now  I  think  in  Schedule  1  to  your  Exhibit  135  you  give  us  ~ 
is  that  the  percentage  heating  saturation  ? 

That  is  correct. 

First,  for  domestic  and  then  for  commercial  ? 

Yes. 

And  as  I  understand  it  during  this  period  which  we  have  been 
talking  about  when  these  rates  were  constant  that  under  those 
rates  in  1937  the  Gas  Company  had  obtained  8*7.6 $  of  all  the 
domestic  heating  market  ? 

That  is  right. 

And  in  1938  had  86.5$  of  the  domestic  heating  market  ? 

Yes. 

4  t 

And  in  1939  -  86.7$,  and  in  1940  -  87.5$  ? 

Yes. 

i 

And  in  1941  -  88.2$.  I  am  going  beyond  the  dates. 
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A 

Q 
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I  might  make  one  statement.  That  percentage  is  percentage 

of  customers,  of  total  customers,  domestic  customers  of  the 

Gas  Company  and  I  assume  that  the  Gas  Company  had  substantially 

all  the  domestic  consumers  of  gas.  That  is  all  on  its  gas  dis- 

# 

tribution  system,  so  I  consider  that  a  representative  satur¬ 
ation  percentage.  That  is  for  the  community. 

In  your  experience  would  you  regard  that  as  a  pretty  high 
_ ercentage  of  saturation  ? 

Yes. 

4 

I  notice  also  on  Page  6  of  your  Exhibit  135,  the  second  para¬ 
graph  you  say: 

"It  may  be  considered  that  this  is  borne  out  by  the  fact 
that  as  early  as  1937  when  the  price  of  natural  gas  in 
Calgary  for  domestic  house  heating  was  essentially  33 
cents  per  MCF  approximately  87 $  of  the  Company1 s  domestic 
consumers  used  natural  gas  for  heating". 

Yes. 

Now  I  am  going  to  refer  you  to,  and  by  the  way  in  1941  that 
was  88*2$  ? 

Yes. 

Now  I  am  going  to  refer  you  to  the  statement  of  Mr.  Brownie 
who  gave  evidence  on  behalf  of  the  Gas  Company  in  Volume  17, 

4 

at  Page  1337.  He  says,- 

"A  careful  study  was  then  made  as  to  what  the  market 
might  be  in  1948.  In  other  words,  care  was  directed 
towards  the  estimate  for  the  year  1948  on  the  assump¬ 
tion  that  other  years  could  be  fitted  to  it.  In  the 
year  1939  total  gas  produced  and  purchased  exceeded  gas 
produced  and  purchased  in  the  year  1929  by  less  than  1$. 
Since  variations  in  annual  mean  temperature  gives  a 


t. 


1  s' 


ii 


"  k 


J  '■> 


M-4-5 


H.  Zinder, 

Cross-Exam,  by  Mr.  Chambers. 

i  « 

-  5041  - 


A 

Q, 


A 


Q, 
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variation  in  annual  gas  demand,  it  is  important  in 

* 

making  comparisons  to  correct  for  this  factor.  If  both 
years  are  corrected  to  the  same  temperature  conditions, 
the  1939  figure  "was  some  4$  higher  than  the  1929  figure, 
or  an  increase  of  less  than  4/lOths  of  1$  per  annum.  In 

i 

spite  of  this  small  increase  the  number  of  customers  in¬ 
creased  by  5000  during  that  same  period,  1929  to  1939, 
from  19,000  to  24,000.” 

Yes, 

And  I  think  you  have  told  me  during  that  period,  according  to 
Exhibit  134  the  rates  were  the  same  ? 

Yes. 

Then  he  goes  on: 

”The  total  gas  produced  and  purchased  corrected  to  normal 

temperatures  was  about  6  million  5  hundred  thousand  MCF 

in  1939.  If  the  same  trend  were  followed  as  from  1929 

to  1939,  the  1948  figure  would  be  around  6  million  7 

* 

hundred  thousand  MCF  or  about  3-l/3$  higher  to  1939. 

Without  the  occurrence  of  the  war,  this  would  not  have 
seemed  unreasonable,  since  the  Company  enjoyed  a  relatively 
high  degree  of  market  saturation.  According  to  the  1941 

< 

Dominion  census,  92$  of  all  the  homes  in  the  City  of  Cal¬ 
gary  were  gas  heated.” 

Now  you  would  regard  it  as  I  understand  that  92$  is  a  very  high 
degree  of  saturation  ? 

Could  not  go  much  higher.  It  is  very  high  Mr.  Chambers. 


\ 
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Now  then,  I  would  like  to  discuss  with  you  for  a  moment  this 
percentage  business,  and  tho  relative  efficiencies  of  coal  and 
the  gas.  As  I  urrlorstand  it,  you  prepared  or  had  propared 
Exhibit  135,  after  you  had  had  an  opportunity  of  reading  and 
seeing  the  submission  or  the  brief  prepared  by  the  Gas  Company 
dated  August  1945,  is  that  right? 

That  is  right. 

And  I  think  in  your  answer  to  Mr*Fonerty  this  morning  you 
stated  that  aside  from  any  particular  study  or  information  that 
you  had  with  regard  to  the  Calgary  situation,  that  .the  55°/o 
officiency  for  coal  as  compared  with  the  70 efficiency  for 
gas  for  domestic  purposes  struck  you  as  more  or  loss  in  lino 
with  your  gonoral  information  in  other  cases? 

That  is  right. 

Now,  you  have  got  a  copy  of  the  Gas  Company’s  submission? 

I  have . 

Will  you  turn  to  pago  6?  Would  I  be  right  in  assuming  that 
one  of  the  reasons  that  you  used  the  55 $  end  7  0 fo  with  respect 
to  domestic  coal  and  gas  on  page  5  of  Exhibit  135,  was  duo  to 
the  information  that  appeared  on  page  6  of  this  submission  that 
was  prepared  by  the  Gas  Company? 

I  would  say  that  was  one  of  the  reasons,  yes. 

And  I  would  ask  you  also  to  turn  your  attention  to  page  7  of  that 
same  submission,  and  to  appendix  4  of  that  same  submission? 

Yes. 

Did  you  have  that  information  in  front  of  you  or  did  you  consider 
it  at  all  when  you  wore  preparing  your  Exhibit  135? 

Yes,  I  had  it.  I  had  it,  yes. 

I  would  like  to  discuss  with  you  for  a  moment  this  business  of 
block  rates  that  you  mention  on  page  9  of  Exhibit  135.  I  am 
going  to  suggest  this  proposition  to  you-  for  your  consideration, 
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that  findings  of  compotitivo  prices  and  conditions,  and  efficiency 
as  between  coal  and  gas  in  the  domostic,  the  commercial  and  the 
industrial  consumers ’  market  in  Calgary,  an  absolute  amount 
can  be  made  of  what  the  maximum  rights  are  in  those  classi¬ 
fications? 

A  Ycs . 

Q,  The  G-as  Company  has  information  as  to  what  it  has  sold  in  tho 
past  over  a  period  of  years,  therefore,  wo  could  make  a  fairly 
accurate  estimate  as  to  tho  probable  amount  that  you  are  going 
to  sell  for  domostic  purposes,  and  the  probable  amount  you 
are  going  to  sell  for  commercial  purposes,  and  the  probablo 
amount  you  are  going  to  sell  for  industrial  for  a  year  or  two 
years.  And  in  that  way  you  could  forecast  the  gross  revenue 
of  the  G-as  Company,  and  you  can  also  estimate  their  total 
expenses  including  capital  charges? 

A  Yes. 

Q,  And  likewise  the  same  with  the  expenditure  of  the  Madison 
Company,  and  the  others  that  perform  a  service  between  the 
consumer  and  the  producer? 

A  Yes . 

Q,  And  that  when  you  deduct  all  those  charges  what  is  left  would 
constitute  the  aggregate  well  head  value  of  all  the  gas? 

A  Yes . 

Q,  You  follow  me? 

A  You  are  taking  or  deducting  all  distribution  and  intervening 
costs  between  the  well  head  and  the  burning  of  the  gas. 

Q,  Yas? 

A  Yes. 

Q,  That  could  oonveivably  be  done? 

A  Yes . 

Q,  Now  I  am  putting  it  to  you  that  while  it  might  be  necessary  for 
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the  reasons  that  you.  have  discussed  here  today,  to  have  dif¬ 
ferent  prices  as  between  the  different  kind  of  consumer 
that  you  still  have  a  uniform  price  at  the  well  head  by  merely 
dividing  the  aggregate  vaL ue  of  the  gas  at  the  field,  computed 
in  the  manner  we  have  discussed? 

Y0s . 

By  the  number  of  MCFs? 

Ygs,  that  is  right. 

In  other  words,  I  am  suggesting  to  you,  Mp,  Zindor,  that  tho 
principle  of  what  you  had  in  mind  when  you  talked  about  block 
rates,  could  bo  worked  out  without  having  a  different  por 
MCF  rate  at  the  well  head?  What  do  you  say  os  to  that? 

Two  things,  Mr*  Chambers.  One  is,  I  am  not  recommending  that 
tho  value  so  determined  of  gas  at  the  well  be  established. 

I  am  saying  it  is  the  maximum  value  we  are  trying  to  find,  where 
tho  ceiling  is,  therefore,  I  would  not  go  through  that  process 
unless  it  has  been  determined  that  the  maximum  value  shall  bo 
the  price  at  the  well,. 

No,  but  what  I  meant . . 

Now . . 

Pardon  me? 

But  assuming,  even  assuming  that  that  would  give  you  the 
price  that  the  Board  would  be  satisfied  represents  a  reasonable 
price,  or  value  of  gas  at  the  woll,  that  tho  producer  should 
have,  I  still  would  think,  I  might  be  prejudiced,  I  still 
think  that  the  block  rate  may  bo  preferable  if  it  can  bo 
made  to  work,  for  this  reason,  that  that  requires  calculation 
every  year,  and  if  you  establish  a  block  rate  you  make  tho 
calculation  once.  Now,  it  may  sit  more  or  loss  for  a  period 
of  years.  That  is  what  is  done  in  rate  making  all  the  time. 
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Finally,  if  you  find  that  it  is  out  of  lino,  or  gets  to  be 
substantially  so  after  a  period  of  time,  well  you  adjust  it, 
but  those  are  the  relative  advantages  and  disadvantages  of  those 
two  approaches,  as  I  see  it,  Mr*  Chambers.  I  am  speaking  now 
without  further  considerati  on.  My  opinion  would  be  that  I 
would  still  lean  towards  the  block  rate. 

Q,  I  know,  but  in  order  to  work  this  block  rate  out,  wouldn't  you 
also  have  to,  in  order  to  be  anywhere  nearly  accurate,  wouldn't 
you  have  to  check  it  each  year  with  the  proportion  of  the 
Company’s  gas  sales  to  the  domestic,  commercial  and  industrial* 

r' 

A  Would  I  have  to  make  an  adjustment  every  year? 

Q-  Ygs? 

A  I  would  say  no.  If  you  are  going  to  make  an  adjustment  every 
year  then  I  would  certainly  think  that  your  suggestion  then 
is  preferable.  I  might  add,  Mr •Chambers,  with  regard  to  that 
thought  and  rc commondat ion  or  suggestion,  it  has  a  number  of 
advantages  in  my  mind  ,  unless  you  are  going  to  make  a  careful 
study  at  the  conclusion  of  every  year.  For  example,  if  the 
rate  is  sot  at  a  particular  point  now,  it  is  goarod  in  turn 
in  some  measure  to  the  load  that  is  now  on  the  system,  and 
the  character  of  that  load.  And  3c  t  us  assume  you  have  two 
very  large  industrial  customers,  as  you  do  in  this  case,  that 
use  a  very  substantial  part  of  the  total  amount  of  gas.  If 
those  customers  are  dropped  by  the  G-as  Company,  or  lost,  that 
is  the  2  cent  gas,  in  terms  of  cost  the  output  of  the  field 
would  be  smaller,  the  unit  costs  arc  higher.  The  samo  thing 
is  true  of  the  Gas  Company’s  rates,  they  arc  adjus  tod  for  value. 
What  they  lose  in  revenue  from  their  market  as  their  load  drops, 
is  first,  the  lower  priced  gas,  and  the  average  unit  cost  of 
the  remaining  customers  goes  up. 

Q,  Woll»  Mr.  Zindor,  you  arc  more  or  loss  familiar  with  the  Natural 
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Gas  Utilities  Aot? 

Ycs. 

And  you  know  that  undor  that  Act  that  all  producers  of  the  gas 
are  treated  alike,  so  far  as  the  market  is  concerned? 

Yes . 

Now,  the  thought  that  occurs  to  me  is  this,  and  I  am  asking  your 
reaction  to  it,  that  oven  if  you  take  your  block  rate? 

Yes  • 

That  the  tot  cl  amount  realized  computed  on  that  block  rate 
ends  up  with  an  aggregate  amount  of  money,  docs  it  not? 

That  is  right. 

And  you  could  still,  so  far  as  the  actual  payment  or  division 
of  the  money  to  the  producer  is  concerned,  divide  that  amount 
by  the  number  of  MCF  and  have  an  average  rate? 

Ygs,  that  is  right,  for  payment  to  the  individual  producers. 

That  is  the  point  I  am  trying  to  got  clear,  because  I  think 
there  is  some  misunderstanding  about  what  you  arc  recommending? 
Ygs  • 

With  regard  to  page  9  of  Exhibit  135? 

I  do  think,  Mr*  Chambers,  it  would  have  to  bo  done  that  way, 
yes. 

And  that  what  you  are  talking  about  on  pages  8  and  9  does  not 
necessarily,  mean  that  the  producer  of  gas  is  going  to  got  paid 
for  one  MCF  at  a  certain  price,  and  then  anotte  r  MGF  at  another 
price? 

No,  not  carried  back  right  to  the  individual  well# 

Now  there  was  some  discussion  with  you  by  my  learned  friend, 
Mr.Fenerty,  and  I  think  also  by  my  friend,  Mr -Steer,  as  to  the 
efficiency  or  the  improvement  in  efficiency  of  appliances  with 
respect  to  the  use  of  coal.  I  suggest  to  you  that  there  hams 
been  improvements  effected  in  appliances  for  the  use  of  gas, 
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natural  gas? 

A  I  think- there  have,  yes. 

Q,  And.  I  suggest  that  the  improvements  may  be  effected,  in  the 

appliances  for  the  use  of  gas  at  comparatively  cheap  cost, 

■  4  ,  /  I  I  •  t 

and.  what  I  have  in  mind,  is,  and  I  am  asking  you  .your  re¬ 
action,  that  so  far  as  the  householder  is  concerned,  that 
could  make  a  great  improvement  by  the  typo  of  burner  that 
he  uses,  is  that  right? 

A  That  is  right. 

Q,  HavG  y°u  an7  information  as  to  whether  there  have  been  improve¬ 
ments  in  the  type  of  burnor  for  the  householder  Ts  burner? 

A  Nothing  specific  at  the  moment.  It  is  my  understanding, 
based  upon  my  reading,  that  there  hove  boon  improvements 
made  • 

Q,  And  there  have  been  improvomonts  in  the  typo  of  furnaces  them¬ 
selves  ,  am  I  right  in  that? 

A  Yes. 

THE  CHAIRMAN:  What  about  conversion,  Mr •Chambc.rs? 

MR .  CHAM BE RS :  C  onv  o  r s i on  ? 

THE  CHAIRMAN:  What  about  conversion  from  one  typG 

of  furnace  to  the  other?  'Which  is  cheaper,  converting  from 
gas  to  oo al  or  from  coal  to  gas?  I  think  I  know,  but  judicially 
I  do  not  know. 

Q,  MR.  CHAMBERS:  Yes,  I  would  like  your  views  on  that 

in  response  to  the- suggestion  of  the  Chairmen  ,Mr»2inder? 

A  Well,  you  cannot  convert  a  furnace  which  has  been  designed 

to  burn  gas,  that  is, a  gas  furnace  to  coal.  You  can  oonvert  a 
coal  furnace  which  has  been  designed  for  coal  to  gas.  Now, 
to  convert  back  again  from  gas  to  coal,  the  amount  of  investment 
might  vary.  Might  be  nominal  if  the  grates  have  been  saved  and 
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tilings  of  that  kind.  Do  os  that  answer  your  question,  Mr. 
Chairman? 

THE  CHAIRMAN:  ¥es. 

HR.  CHAMBERS:'  I  think  you  said  something  to  my 

friend,  Mr*  Fenerty,  this,  morning  about  the  relative  prices 
of  coal,  speaking  generally,  in  the  United  States  and  Canada. 

Did  I  understand  you  correctly  that  taking  it  by  and  large, 
the  average  price  of  coal  in  the  States  is  less  than  in  this 
country? 

I  would  not  want  to  make  that  statement,  Mr  •Chambers.  It  varic-s. 
If  you  are  right  in  the  heart  of  the  Appalachian  district,  where 
the  coal  is  mined,  in  Pennsylvania  and  West  Virginia,  you  get 
one  price  for  coal.  For  example,  if  you  are  in  the  State  of 
Texas,  there  is  no  question  of  coal  competition.  Coal  does  not 
come  down  there.  You  go  to  California,  and  you  also  do  not 
get  it.  It  varies  very  widely.  It  varies  over  wide  limits  in 
the  States. 

As  I  understand  it,  the  Appalachian  area  you  have  mentioned  is 
a  coal  area? 

Yes,  that  is  right* 

And  we  in  this  country  regard  Pennsylvania  as  a  coal  state? 
Pennsylvania  is  also  a  coal  area. 

Is  Pennsylvania  a  part  of  the  Appalachian  area? 

YqS. 

And  large  quantities  of  coal  are  produced  in  Pennsylvania? 

Yqs,  that  is  right. 

Have  you  any  idea,  can  you  give  us  any  quotations  on  what  price 
coal  is  there  for  domestic  and  industrial  purposes? 

I  am  sorry,  I  could  not  do  that. 

Could  you  check  it  up? 

I  could  make  a  chock. 
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Q,  Could  you  check  it  while  you  are  up  here? 

A  Yes .  I  could  give  you  the  price  of  coal  in  Pittsburgh. 

MR*  STEER:  I  do  not  think  it  should  be  introduced 

here  in  this  v\ray,  in  the  light  of  your  objection  this  morning, 

Mr*  Chambers. 

MR.  CHAMBERS:  He  is  here  to  submit  to  cross-examination 

for  the  accuracy  of  what  he  says  and  what  he  knows  about  it. 

MR.  STEER:  He  is  not  here  to  give  that  evidence, 

except  over  my  objections. 

MR.  CHAMBERS:  Well  I  am  going  to  ask  him  questions 

tomorrow  about  it,  if  he  has  the  information. 


(Go  to  page  5050  )  . 
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Q  Are  you  familiar  with  the  book  known  as  the  A.G.A.  Rate 
Service,  American  Gas  Association? 

A  Yes,  sir. 

Q,  Have  you  had.  occasion  to  use  it? 

A  I  use  it  quite  a  bit. 

Q,  And  did  you  use  it  when  you' were  with  the  Federal  Power 

i 

Commi  ss  ion? 

A  Yes,  sir. 

Q,  What  I  am  suggesting  to  you,  Mr.  Zinder,  is  this,  that 

coal  in  Pittsburgh  is  in  competition  -  to  what  extent  I  am 
not  asking  you  to  say  -  with  gas  rates  that  are  considerably 
higher  than  here. 

A  That  is  right. 

o  I  am  going  to  refer  you  to  page  -  I  am  talking  about  Pittsburgh. 
A  YeS >  sir. 

Q,  To  pages  353  and  following  of  the  A.  G.  A.  Rate  Service. 

Would  you  take  your  time  and  look  through  that? 

A  Yes. 

THIS  CHAIRMAN:  That  is  Anthracite  coal,  I  think,  Mr. 

Chambers,  with  a  much  higher  B.T.U.  content  than  our 
bituminous  coal. 

A  They  have  to  my  knowledge  both  anthracite  and  bituminous  in 

Pennsylvania.  It  is  higher  in  its  B.T.U.  content,  I  am  sure, 
than  Drumheller  coal,  which  is  more  of  a  semi-lignite  type 
of  coal.  It  may  not  be  higher  in  its  B.T.U.  content  than 
Blairmore  and  the  other  coals.  Anthracite  would  be, 

Q,  mr,  ST  FUR:  You  say  it  may  not  be? 

A  It  may  not  be.  I  do  not  know  on  that.  Yes. 

MR.  CHAMBERS:  If  it  would  save  time,  Mr.  Zinder  can 

look  that  over  tonight  if  he  wants  to  and  I  can  go  on  with 
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something  else. 

THE  CHAIRMAN:  All  right. 

THE  WITNESS:  Yes. 

MR.  CHAMBERS:  Then  leave  that.  Now  then,  Mr.  Zinder, 

my  understanding  of  your  Exhibit  135,  as  given  in  Part  I  of 

it,  is  that  the  value  of  natural  gas  to  the  ultimate  consumer 
is  measured  by  the  cost  of  those  competitive  products,  is.  that 
a  short  and  general  way  of  putting  it? 

That  is  right. 

In  other  words  I  take  it  that  when  gas  is  used  as  a  fuel  its 
value  is  measurable  in  terms  of  cost  of  competing  fuels? 

That  is  right. 

In  this  case,  coal? 

That  is  right. 

Now  as  you  have  already  told  me  that  you  have  several  charts 
an.d  appendices  to  this  Exhibit  135  as  to  the  value  of  coal  on 
various  classes  of  service  and  on  page  6  you  specifically 
state  that '  no  allowance  has  been  made  in  these  appendices  or 
these  charts  for  the  extra  cost  of  coal  in  terms  of  labor, 
labor  in  the  use  of  it  by  the  consumer,  is  that  right? 

That  is  right. 

And  ash  disposal. 

That  is  right. 

Now  let  me  talk  first  about  this  -  and  by  the  way,  so  far  as 
the  consumer  is  concerned,  I  am  referring  particularly  to 
the  commercial  and  industrial,  if  he  is  using  coal  he  has  to 
supply  storage  facilities. 

That  is  right. 

And  in  the  case  of  a  large  plant  that  uses  a  large  amount  of 
gas,  if  that  operator  switched  to  coal,  I  suggest  to  you  that 
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his  storage  facilities  might  amount  to  a  considerable  amount 

of  money. 

A 

That  is  very  possible,  yes. 

0  Q 

But  I  also  suggest  to  you  that  so  far  as  the  domestic  consumer 

is  concerned,  that  there  is  something  far  more  important  than 

straight  dollars  and  cents,  there  is  the  matter  of  convenience 

and  cleanliness.  What  have  you  to  say  to  that? 

A 

I  think  that  is  a  definite  factor. 

Q 

As  I  understand  it,  in  other  words  the  figures  that  you  have 

obtained  in  these  appendices  or  in  the  narrative  for  the  value 

of  gas  based  on  coal  is  the  minimum  value  and  not  the  highest 

value,  is  that  right? 

A 

It  is  a  minimum  in  the  sense  that  I  have  not  added  to  it  any 

♦ 

evaluation  of  these  other  factors.  It  is  the  ceiling  in  terms 

of  its  relationship  with  coal. 

Q 

And  this  thought  occurs  to  me.  In  industrial  purposes  partic¬ 
ularly,  a  company  making  an  installation  for  coal  would  have 

to  take  into  consideration  his  own  peak  load,  wouldn’t  he? 

A 

Oh  yes. 

Q, 

And  his  rate,  use  and  things  of  that  kind? 

A 

Yes. 

Q, 

In  other  words  he  would  have  to  take  that  into  consideration 

in  deciding  how  big  an  installation  he  was  going  to  make? 

•  A 

That  is  right. 

Q, 

And  when  he  comes  to  consider  this  matter  of  competitive 

costs,  he  would  have  to  take  into  consideration  not  only  his 

operating  expenses  but  his  capital  charges  on  the  equipment? 

A 

Very  much  so,  yes. 

Q 

As  I  understand  it  you  have  not  taken  those  things  into 

consideration  in  these  charts? 

A 

No,  I  have  not.  In  other  words,  I  have  said  that  they  are 

.  >/ 


t 

!  .  :  ;  ■■  .  . 

•;  ;•  .  .  .  :  :  . 


J 

, 


T-4-4 


H.  Zinder  , 

Cross-Exam.  by  Mr.  Chambers. 

-  5053  - 


Q 


difficult  to  evaluate.  You  could  do  it  for  any  particular 
installation  but  I  do  not  know  how  you  would  do  it  without 
a  great  deal  of  effort  and  survey  and  time  for  an  entire 
community.  Therefore  to  that  extent,  any  comparisons  shown 
here  are  of  course  favourable  to  coal. 

Now  then,  leaving  those  things  out,  and  we  understand  you 
have  not  taken  those  into  consideration  at  all  so  far  as 
arriving  at  the  dollars  and  cents,  can  you  do  this  for  me, 
using  these  graphs  and  ctr  rts  that  you  have  attached  to 
Exhibit  135,  can  you  calculate  for  me  the  minimum  value  of 
gas  in  competition  with  coal  for  the  various  classes  of 
service  and  let  us  start  with  domestic. 

By  '’minimum”  you  mean  it  is  a  comparison  using  only  the  B.T.U. 
and  efficiency  factors? 

That  is  r ight . 

Well  on  domestic,  as  I  have  stated,  it  varies  from  53,6  cents 
for  Drumheller  coal  down  to  29,9  cents  for  Priddis  coal, 

These  lines  on  the  charts  are  at  a  uniform  rate  per  MCE.  Now 
for  commercial  service,  the  range  is  from  27.2  cents  for 
Priddis  coal  to  35  cents  for  Drumheller  coal.  Por  industrial 
service,  the  range  is  from  23.4  cents  for  Drumheller  coal  to 
33.7  cents  for  Blairmore  coal.  Now  that  is  the  slope  of  these 
lines  for  the  various  classes  of  service.  In  other  words, 
any  figure  along  those  lines  is  at  the  rate  of  these  particular 
figures  I  have  quoted. 

MR.  CHAMBERS :  Subject  to  dealing  with  that  other  thing 

in  the  morning,  on  this  branch  of  Mr.  Zinder  rs  evidence  that 
is  all  I  have  to  ask. 

THE  CHAIRMAN :  Does  anybody  else  want  to  start  now? 
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MR.  HARVIE:  I  prefer  not  to. 

THE  CHAIRMAN:  I  think  we  will  adjourn  to  half  past  nine* 

tomorrow  morning. 

MR.  BLANCHARD:  I  am  just  wondering  when  the  submission 

of  the  cas  Company  will  be  dealt  with,  if  there  is  any  pre¬ 
diction  at  the  present  moment  as  to  when  this  will  be  presented. 
THE  CHAIRMAN:  I  aim  quite  willing  to  follow  immediately 

after  Mr.  ZinderTs  evidence. 

MR.  BLANCHARD:  That  is  what  I  wanted  to  know. 

(At  t  his  stage  the  Hearing  was  adjourned  until  9.30  A.M. 

22nd  January,  1946.) 
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